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THEME OF THE CONFERE-NCE 


Consumer Credit and the American 
Family —A Perspective Analysis 

Consumers are people^ and the overv/lielming majority of people belong 
to family groups. The number of people in a family and their ages and 
sexes, and the number of earners and their incomes, help determine its 
consumption behavior as do the family’s environment and cultural tradi¬ 
tions, and its socio-economic status. In the aggregate, these considerations 
likewise help determine not onl}^ total consumption, but its distribution 
among various consumer goods; not only total consumer credit, but the 
occasions for its use and hence its distribution among families and credit¬ 
granting agencies. 

Perspective, or capacity to view things in terms of their relative 
importance or value, calls for more than a recitation of what is. Examin¬ 
ing how things got where they are, and where they are trending and why, 
contributes perspective. The theme of the 1956 Consumer Credit Con¬ 
ference, reversed for emphasis, would read, ‘^A Perspective Analysis of the 
American Family and Consumer Credit.’’ 
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FOREWORD 


Conferences such as this are a concrete demonstration of the effective 
cooperation of educational institutions and industrial groups in an attempt 
to create a better understanding of the workings and functions of our 
economic processes in a democracy. 

This Consumer Credit Conference is the 8th in a post-war series which 
began at Ohio State University in 1948. Subsequently, conferences were 
held at the University of Illinois in 1950; Lehigh University in 1951; 
Indiana University in 1952; New York University in 1953; the University 
of Southern California in 1954; the University of North Carolina in 1955; 
and now at the University of Michigan in 1956. 

In our traditional American way, each of these Conferences has been 
planned as a forum for the discussion and exchange of opinion, the testing 
and criticism of ideas, and the expression of varying attitudes and points 
of view, all with the aim of obtaining a better understanding of consumer 
credit as an integral and important segment of our national economy. We 
are sure that this conference will, likewise, continue that tradition, and 
contribute further toward that objective. 

In the two days we are to be here, we shall be engaged in a perspective 
analysis of consumer credit and the American family. Our hosts, in 
cooperation with the representatives of the national sponsors and the state 
sponsors, have assembled an outstanding group of speakers and panel 
members, and we look forward to two profitable days of analysis and 
discussion. We feel confident that during these sessions we shall add to 
our knowledge concerning the financial needs of the American family and 
the use which it makes of consumer credit in all of its aspects. 

We are particularly glad to see in attendance at this conference repre¬ 
sentatives from all segments of the consumer credit industry, representa¬ 
tives from many educational institutions, teachers, administrators, 
consumers, students, and many others having both a direct and academic 
interest in the subject of consumer credit. Your presence here is an 
indication of your growing interest in this field and connotes further 
progress in the expanding usefulness and value of this national conference. 

At the conclusion of our sessions tomorrow your National Steering 
Committee, against this background of your growing interest, will consider 
suggestions and proposals for the further development and strengthening 
of these conferences, so that they may continue to grow and thus to 
enhance our understanding of consumer economics and the part our 
consumer credit structure plays in our national economic welfare. 

Thomas W. Rogers 
xi 
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WHAT IS THE AMERICAN FAMILY? 

Robert B. Smock 

I do not believe that the consumer credit industry could have selected 
a better topic for its 1956 National Conference than the American family. 
Credit men, like all other professional people, tend to overestimate the 
degree to which they can manipulate the consumer. In the final analysis 
the success or failure of the plans and practices of creditors depends on 
the characteristics of the family, what the family is, what it believes, and 
what it wants. 

Of course, in general we can be proud of the contribution consumer 
credit has made to the vigorous growth of our economy, but before we 
give all our appreciation to our own planning we should remember that 
the future would look very different if there should be any marked return 
of the middle-class family’s propensity to save, as some people predict 
there will be. On the other hand, some believe that the instability of the 
family will lead it to sink itself so deeply in debt it will never be able to 
crawl out, and it will pull the whole economy down on top of it. But I 
think that anybody can get out of anything if he wants to badly enough. 
I won’t believe that the American debtor is in too deep until the rate of 
repayment starts looking a lot worse than it does now. 

However, the point is, what the family thinks and does is a crucial 
factor in determining the level of indebtedness. We tend more often to 
think only of our owm actions. The family is such a simple, ancient, 
fundamental institution that we take it for granted. We all think we 
understand it. Actually it is just about as easy to be ridiculously idealistic 
about the family as it is to be ridiculously cynical about it. I think it 
is an excellent idea that this conference intends to devote its time to 
getting the facts. 

Of course the facts about the family are not always easy to determine. 
There has been considerable debate in recent years on so simple a ques¬ 
tion as the number of children that the typical young married couple wants 
to have. This is a very crucial point when you are trying to decide what 
the average size of the family is going to be a few years from now. 

The thing that started the debate was that the post-World War II baby 
boom did not slack off the way it was expected to. One of the 
theories to explain the continuing high birth rate was that prosperous 
times were leading the middle-class family to go back to desiring a four 
or five-child family instead of the two or three-child family that at one 
time had been common. 

Enough time has passed so we know that only the rates for first, second 
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or third births are higher now than they were in 1921. The rates for the 
third birth to the same mother are still significantly lower than the birth 
rates for the first and second children. The rates for fourth and higher 
order of births to the same mother are still continuing to fall. So it does 
not look as if there is going to be any radical change in the size of the 
typical family. 

That leaves, of course, the question of why the birth rate has stayed 
as high as it has. The well known sociological fact that people enjoy 
getting babies is not nearly explanation enough, because so far as we 
know this has always been true. The birth rate was falling in the 1920s 
and 1930 s. The reason seems to be now that the average age at first 
marriage is still declining, as it has been for the last 75 years. Besides 
marrying younger, couples seem to be inclined to have two or three 
children right away, in the first years of their marriage, instead of waiting, 
as was once common. So in a sense the baby boom is both making up 
for the deficit in births of the depression and war years, and it is also 
borrowing from the births which would have been expected in the future 
if families had continued to spread their children further apart. 

The phrase ^Torrowing from future births” does not mean that our rate 
of population increase is expected to decline. The United States popula¬ 
tion was something over 160 million in 1955 and is expected to exceed 
170 million by 1960. This means a faster rate of growth in the second 
five years of the 1950s than in the first five. 

The people reaching marriageable age now belong to that smaller 
depression generation. By 1965 these war boom babies will begin having 
children of their own, so the rate of population growth may be expected 
to continue to increase, in spite of this ^^borrowing” element in the current 
high birth rate. 

The increase in population, and the increase in families which lies behind 
it, is a significant factor in the rapid postwar development of our economy. 
We should notice, though, that the consumer unit is the family, or a group 
of related people living together, only in a very general sense. More 
specifically the spending unit is the occupied dwelling unit or the house¬ 
hold. As you realize, a household can consist of several families, or a 
household can consist of just one person living alone. It isn’t really every 
family that has to have an automobile or a charge account; it is every 
household. 

Interestingly enough, the number of households has been increasing 
faster than the number of families. Between 1950 and 1955, roughly in 
the last five years, the number of families increased 7 per cent, which is 
astonishing enough in a mature society like ours. However, the number 
of households increased 10 per cent. Between 1955 and 1960 an increase 
of 2 million families is expected, to bring the total up to about 44 million 
families in 1960. But during the same period the number of households, 
that is spending units, is expected to increase by 3 million, for a total 
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of 51 million in 1960. This means that the size of the average family is 
not changing; it is stabilized, as we said; but the size of the average 
household is becoming smaller. This of course means more spending 
units in any population of a given size. 

The reasons for this trend toward more separate households, briefly 
stated, are prosperity and longevity. Young people more frequently are 
leaving home to set up households of their own. Families are doubling up 
in the same dwelling unit much less often. The number of families with¬ 
out homes of their own decreased 24 per cent between 1950 and 1955, in 
five years. Also, elderly people increasingly often want and are able to 
maintain their own households. Naturally, then, the number of single- 
person households is increasing remarkably. In the last five years, while 
the number of all households was increasing by 10 per cent, the number 
of single-person households was increasing by 29 per cent, to reach 6 
million single-person households or spending units. 

The consumer potential of the person living alone certainly needs to be 
considered in all our economic planning, but this should not obscure the 
fact that the typical consumer unit is still the conventional family. About 
90 per cent of households include two or more persons, and a little better 
than 50 per cent of all households include from 3 to 5, which means that 
most of them consist of a married couple with one to three children, or 
just what we usually think of when we think of the family. 

It is interesting to note that while the trend as to size of family appears 
to have stabilized, the trend toward a higher proportion of working wives 
has continued. A few years ago it was assumed that the number of 
working wives would decline steadily, following the second World War. 
However, these assumptions about women withdrawing from the labor 
force were made by men, and this just becomes one more of the illustrations 
about how seldom men understand women. 

In 1900, half a century ago—^which isn’t so long in terms of social 
trends—6 per cent, 6 out of 100, married women held jobs outside their 
own homes. By 1940, with the stimulus of defense production, this per¬ 
centage more than doubled and 15 per cent of married women had jobs 
outside their homes. After the war and after some decrease in the 
intensity of war production, in 1950, 25 per cent of married women 
continued to work outside their homes. The 1955 survey of consumer 
finances suggests that about 30 per cent of the spending units today 
include two or more income earners. 

Part of the reason for this trend is the long-term fight women have 
been waging against the limitations we used to place on what they could 
do. Another part is the simple and obvious economic advantage of 
having two earners in the family instead of one. We should particularly 
notice that this business of a working wife is no longer only a matter of 
the struggle of families with severely limited incomes. About one-third 
of all spending units include a working wife. Almost one-half, one out 
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of every two, of the spending units where the unit income is over $7500 
include a working wife. 

The working cycle of married women is clear now also. In families 
with no young children about 57 per cent of the wives work. Where the 
youngest child is under five the proportion drops down to 21 per cent. 
When the youngest child is over five but still under 18 about 40 per cent 
work. In other words, almost three out of every five young women work 
after they are married until they have their first child. Then, even 
while one of the children is still under five years of age, one out of five 
still work. When the last child is in school but still under 18, many more 
return to work. So two out of every five wives are working in families 
where children are between five and 18 years of age. 

Since working women appear at almost every income level now, they 
do not alter much the distribution of income among families. The most 
significant factor for the distribution of income among American families 
is still probably occupation. The common picture about income really 
does not fit the American situation any more, or the situation that you 
deal with. I think the common picture sees income distributed in the 
shape of a pyramid, with very few having the highest incomes, many more 
having middle incomes, and masses of people having the lowest incomes. 

This picture probably suited the situation 50 years ago, but it doesn’t 
any longer. Now we have a pyramid in which the base is narrower than 
parts of the middle. It is as if the bottom corners had been pushed in. 
I think the picture will be clearest if you consider just four figures about 
the number of families in different income groups in 1960. At that time 
there will be about 29 million urban families of two or more persons. 
This is the group that includes most of the population. Four million, four 
out of the 29, will be at the top with disposable incomes after taxes of 
$7500 or more. Seven million will be in the upper-middle with incomes 
between $5000 and $7500. Then 11 million will have incomes between 
$3000 and $5000, say average incomes. Then 7 million again will have 
incomes under $3000. 

These are the four statistics worth remembering, I think: Four with 
superior incomes; seven with good incomes; eleven with average incomes; 
seven with low incomes. That is the distribution among the American 
families that you deal with. This picture includes only urban families. 
If you include rural families and include people living alone in cities, 
then you get the traditional pyramid. However, to an ever-increasing 
extent the urban family is becoming representative of the total population; 
not only do these families include most of the people, they have most of 
the disposable income. 

By 1960 about two-thirds of the nation’s total disposable income after 
taxes will be in the hands of the urban families. Over half of the urban 
family income will belong to middle-income families; that is, families 
receiving between $3000 and $7500 per year. These are, of course, the 
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families with enough income to be important customers, but not with so 
much income that they do not need credit. 

I think this is enough information now for us to form a picture about 
the typical family so far as its structure is concerned. It probably would 
be worthwhile, though, to retain two pictures of the typical family. The 
typical American family, you can say, lives in a city, has two or three 
school-age children, and an income of around $4500, and in almost one- 
third of these families the wife works. However, increasingly often young 
adults and grandparents are maintaining households apart from this typical 
family. In these consumer units somewhere between 30 and 50 per cent 
of the wives wmrk. In other words, so far as the structure of the family is 
concerned the statistics support the common-sense picture of the situation: 
The typical family is just what you knew it was, but now there are 
statistics to prove it. 

When you begin to consider the social characteristics of the family, 
however, there isn’t nearly as much agreement about what the common- 
sense picture should be, and the statistics are not so easy to find nor so 
easy to interpret. I would like particularly to talk about some of the 
status characteristics of the family which are important to the family’s 
use of credit, but before we get to that I suppose we should take a look at 
one other general and basic question about the social characteristics of the 
family. This question might be stated: Is the American family falling 
apart? Critics of the modern family, and there are many of them, publish¬ 
ing their views in scholarly journals and Sunday supplements, must have 
raised this question about falling apart in the minds of many people. You 
might very well begin to think that the family is on its last legs and not 
likely to be around long enough to be worth holding a conference about. 

Probably we should take a look at the evidence such critics present. 
Perhaps the most alarming statistic in this country today is the divorce 
rate. The divorce rate was about five per cent of the number of marriages 
back in the 1880s, but before the turn of the century it began to rise 
and after the first World War it had doubled and ran about 10 per cent 
of the number of marriages. After the second World War it was higher 
than ever, but it was assumed that it would decline a good deal from the 
postwar peak. It has declined a little, but for the last few years the 
divorce rate has been running about 25 per cent of the number of 
marriages. 

It is not only the split-up of the marital partners in the family that 
alarms the critics, they also worry about the split between the three and 
four generations that used to make up the typical family, this matter 
of young adults and grandparents maintaining separate households apart 
from the middle-aged couple. The critics point out that this seriously 
weakens the family, leaving it more vulnerable to pressures like 
unemployment or serious illness. 

The fact that so many wives work is interpreted to mean that mother 
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now prefers money-making to home-making. To the critics this is related 
to the whole parcel of complaints about Americans being selfishly ambi¬ 
tious and far too independent, too independent to create a stable family. 

Most often the critic of the family sees the problem to be that the 
family has nothing to do as a family any more. Religion used to be a 
vital family experience, but this is not so often the case today. The process 
of educating the children used to be a family function, but now that has 
been turned over to experts. Most important, back on the farm and even 
in the early city workshop, making a living was a family function. Fami¬ 
lies worked together. Now in finding a job and doing your work it is 
every man for himself, and often it is very far away from home. 

The one central function of the family today is having and raising 
children. There seems to be a general trend to turn the raising of children 
over to experts in nursery schools, boarding schools, military schools and 
the like. If the function of raising children is removed from the family 
it will have no function left which can be discussed in public. 

As is probably perfectly clear now by the exaggerations, I do not agree 
at all with this cynical view. In the first place, even the divorce rate is 
not as bad as it sounds or as it is made out to be. Divorce is a very 
expensive thing. In prosperous times an incompatible couple is able to 
get a divorce, which goes on the record, instead of experiencing a desertion, 
which does not show up in the statistics. 

Considering the lack of evidence, it seems to me entirely possible that 
the increase in the number of divorces actually has been smaller than the 
decrease in the number of desertions and informal separations. In other 
words, the family could be, for all these divorce statistics, more stable 
today than it was SO years ago. Besides, a divorce does not necessarilly 
mean a decrease in the number of families, because divorced persons 
usually remarry. As a matter of fact, in the 1890s about one-half of the 
adult population was married. Some were widowed or divorced, and most 
of the rest were single. The proportion of the adult populatioii which is 
married has been rising steadily since then, and by 1950 two-thirds of all 
adults were married. That is the highest proportion ever. A somewhat 
larger proportion is widowed and divorced, and a much smaller proportion 
is single. However, this does not support the divorce statistic that families 
are disappearing, being dissolved in the courts. 

It seems to me there is no convincing evidence that divorce can destroy 
the American family. Of course, that does not explain why the divorce 
rate is as high as it is, and it undoubtedly is high. I suppose there are 
at least three explanations we can mention briefly. In the first place, 
we permit divorce, where our forefathers did not. It is not looked upon 
as shameful now, as it once was. In the second place we can afford 
divorce. We are a great deal more prosperous as a society than we once 
were. In the third place, we tend to marry very young. The average age 
at first marriage has been declining for a long time, and today the average 
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man is married by the time he is 23. The average woman is married by 
the time she is 20. In a way it is incredible, but the fact is that most 
people who get married stay married. 

I think the concern with the generations splitting apart is also exager¬ 
ated. It is certainly true that modern families move away from the home 
town and the home families more often than they used to. It is also true 
that young adults and grandparents less often share the home of the 
typical family. But I am not sure this means they get along less well or 
are less inclined to help one another. This business of the generations 
splitting apart is usually associated with the anonymous living of big 
cities. Detroit, for instance, is a pretty big impersonal city, and it has 
been growing, more than any city of its size, which means new families 
have been moving in. But in 1955 the University of Detroit area study 
found that almost 90 per cent of Detroit area families were related to other 
families in the area, and that 66 per cent of these families, two-thirds of 
them, visited their relatives at least once or twice a week. This does not 
fit the picture of the isolated, lonely, weak and unsupported urban family. 

This business about the family having no function does not hold up very 
well either. It seems obvious to me that it is to the family's advantage 
that religion, education and w’ork are matters for specialists, for the experts, 
today. Surely the functions of rearing children, of playing together, and 
of supporting one another are functions enough for a strong family. 

In perspective, the modern American family is undoubtedly the health- 
iets, happiest, most efficient institution ever devised for rearing the 
independent kind of person that a democracy depends upon. The one 
general criticism against American family members, which seems to be 
upheld, is that they are sometimes impatient about their ambitions. 
Undoubtedly some American families are seriously weakened by working 
mothers or over-working fathers. This is a good point at which to turn 
to the subject of the status of American families. 

It seems to me that the subject of status, impatience, ambition and 
consumer credit are all closely related. There was a time when the credit 
industry really did not need to bother to figure out just why the consumers 
used their services, or at least rather superficial assumptions about the 
consumers' motives were sufficient. However, the unusually sharp rise 
in consumer indebtedness last year raised a question in the minds of 
many people. 

Simply and non-technically the question is: By what process will 
consumer credit be adjusted to the needs of the economy? For some 
there has been an assumption that natural economic laws would provide 
regulation, would cause credit to function counter to the business cycle. 
During deflationary phases the consumer would be inclined to use credit 
to supplement his reduced income, and the lender would be inclined to 
advance credit because the demand for capital in industry would be 
decreased. During inflationary phases the consumer would reduce his 
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debt and the lender would use his capital in industry. During both phases, 
then, consumer credit would be a stabilizing factor. 

I am sure you have all heard this outline many times by economists, but 
what has happened has been something different. In deflationary phases 
of the cycle the consumer does use credit, but during inflationary phases 
he uses even more. If natural laws do not regulate, and if any regulation 
is needed, the alternatives, I believe, are perfectly obvious. 

Government may begin a direct regulation as it did in wartime. The 
credit industry itself with its various divisions functioning jointly, as in 
this conference, may provide any regulation needed. Or the consumer 
may be relied upon to hold his debt within limits safe for himself and 
the economy. I believe these are the only three alternatives, speaking 
very generally. 

Self-regulation by the credit industry certainly poses some tough prob¬ 
lems. Not only is there the matter of the diverse and independent types 
of credit and the creditors, but there is the kind of problem that Fortune 
talked about a while ago, the problem that no matter how sound the 
creditor and the debtor may be, credit may have a depressive effect on 
the economy if it merely increases at a rate that cannot be maintained. 

Happily, I am merely a sociologist and leave the problem of figuring 
that one out to the economists and professional credit men. I shall, with 
some relief, limit myself to considering the possibilities of consumer regula¬ 
tion of consumer indebtedness. This does not seem relatively unimportant 
to me because it is my contention that the basic determinant of the level 
of indebtedness is the behavior of the consumer, which is to say, of course, 
the family. 

This is easily overlooked. I have heard it said, as I am sure you have, 
that the key to the sharp increase in consumer debt last year was the 
easin g of terms for auto loans in the face of increasing competition. 
Such a theory neglects two points: First, capital in these prosperous 
times has tended to become available for consumer credit because the 
consumer has proved himself willing to pay very well for credit, and to 
behave responsibly when he gets it; second, auto paper did not take 
flight all by itself—and I am not saying this just because I am a Detroiter 
and, like the rest of Detroiters, my fate is bound up with autos. 

Personal instalment loans increased about $700 million in 1955 com¬ 
pared to an average of about $450 million in the preceding two years. 
Charge accounts increased about $300 million in 1955 compared to $175 
million in the preceding two years. You know the statistics. Just let 
me remind you that it wasn’t only the auto industry that felt this. This 
was something more fundamental than a change of policy in a certain 
place. Speaking as an outsider to the credit industry, it seems ridiculous 
to me to talk as if the auto financing or any other creditor manipulated 
the consumer into debt. It looks to me as if the consumer has at all times 
urged the loaner on. Of course this is not necessarily any better. 
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Why does the consumer demand credit? The economist sometimes 
answers that the consumer uses credit to encourage himself to budget. 
This begins to sound a little outdated. A -work on consumer behavior 
published by New York University recently reports a rather large amount 
of impulse buying, even of the so-called ^^big ticket” durable items. 

In discussing the consumers’ motives in using credit I like the phrase 
^dmpatient ambition.” Fortune referred to a kind of mass compulsion to 
lose not a month in living up to a community standard. ‘Wlass com¬ 
pulsion” is a nice alarmist, exciting phrase. However, these phrases 
describe without explaining anything. There is a good deal to explain 
the demand for credit. 

The beginnings of a mass demand for consumer credit appeared during 
the years immediately following the Civil War. The steady expansion of 
consumer credit since that time reflects the growing ability of working- 
class families to use credit and the growing willingness of middle-class 
families to use credit. Knowing the distribution of debt, it is obvious that 
the crucial question is, what has led the middle-class family to be willing 
to use credit? 

To see the relevance of this question you must recall that until the 
Civil War period, it was believed fervently by middle-class families that 
it was literally sinful to be in debt. The family became middle-class by 
saving its money until it could buy the possessions that marked it as 
middle-class, as opposed to working-class. Saving and never wasting 
were the basic characteristics of the middle class. The social scientists 
used terms like “deferred gratification” as the fundamental explanation 
of the middle-class family behavior. 

Now the middle-class family not only does not save in this same com¬ 
pulsive sense, but actually anticipates its earnings by widely using credit. 
The use of credit then is part of a radical change in the psychology of the 
American middle-class. This change becomes more understandable if you 
compare the typical middle-class family of 1856 with the typical middle- 
class family of 1956. 

A hundred years ago the middle-class family was a very independent 
family. The father was either a farmer, the owner of a small business, or 
a professional man—^these were the three general types of middle-class 
occupation—and he was always self-employed. Most of the people in his 
town who were farm or factory laborers looked up to him if he was a 
middle-class family man; that is, he had a middle-class status, he had 
arrived somewhere. Essentially his status reflected his achievements, 
and his achievements included integrity, intelligence, the ability to work 
hard, as well as the achievement of attaining a clearly superior income 
and the possession of property. These characteristics were part and parcel 
of the material things about his achievements, his status. He and others 
like him had a monopoly on education. This was part of his status also, 
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because working-class people never went to high school then and all 

middle-class people did. ... 

A man of the middle class achieved higher status for his family, just 
like climbing the rungs of a ladder. Everyone knew this ladder existed 
and understood what the different rungs on it were.^ Any man who 
climbed up several steps of this status ladder in his lifetime could feel 
he had been entirely successful. He had had a good life. He climbed these 
steps primarily by saving, because by saving he was able to come to 
possess the additional property that went with the higher steps, or status. 
Of course being in debt then was failure and a sin. 

A member of the new white-collar class today has a status almost 
totally different. He may be a professional man on a salary. He may 
be the manager of a business that he does not own. He may be a sales¬ 
man or a clerk. But he is very rarely any more self-employed. His status 
still reflects his achievement, but his achievement is much harder to 
measure now. The vocation he has achieved is no longer clearly sym¬ 
bolized for everyone to see in a piece of property such as a farm, a shop 
or a business of his own. Jobs are so diverse and specialized that it is 
pretty hard to j'udge achievement by a job title. A member of the new 
middle class no longer has a monopoly on education, even on college 
education. 

In the end there is really only one measure of his status, one measure 
he himself, his family or his neighbors can use to judge his achievement. 
That measure is possessions, which you can look at in terms of his standard 
of living, his way of life, the income that possessions are presumed to 
represent. 

Under these circumstances, and with the additional factors of Blue 
Cross and social security and the like, saving seems pretty futile. Part of 
the old hatred of debt was the desire to be independent. That seems 
pretty futile too, when so few can be self-employed Even income itself 
is not a very satisfactory measure of achievement for a man of today’s 
white-collar class, because the incomes of the more highly skilled blue- 
collar people are significantly higher than the incomes of many white-collar 
workers today. 

The point is, there is no longer a very recognizable ladder of status for 
the American family to climb. You can only try to work yourself up a 
slide by increasing your posessions. Every man has aspirations for him¬ 
self and his family. About the only way to measure your achievement 
against your own aspirations and against the success of others is with 
your posessions. In this perspective it is hardly surprising that today’s 
middle-class family comes to regard short-term debt as corporate man¬ 
agers regard it, as a way of acquiring capital goods whose immediate use 
is worth more to them than the carrying charges. 

I draw two conclusions from this perspective view of the current 
American family. In the first place, the American family is certainly 
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going to continue to be a magnificent customer for the consumer credit 
industry, but it cannot be counted upon to produce a counter-cyclical use 
of credit. That kind of regulation will not come from today’s family. 

In the second place, the consumer credit industry in its self-planning, 
self-regulation probably could profit from additional consideration of the 
group memberships of credit consumers. I imagine that one sure factor 
in the future of the credit industry is an expanded use of the credit 
exchange by all the divisions of the industry. 

I foresee the day when every application for credit is received by a 
tape-recording IBM machine. This information will be transmitted to 
an electronic brain. The brain will weigh the application in a flash, taking 
into consideration the family’s position and the family life cycle, its current 
debt position and the particular status group of which the family is a 
member, as well as the status to which it aspires, all of this correlated 
instantaneously. What credit applicant can possibly resent a rejection 
which is the scientific conclusion of an electronic brain? The rejection 
will come out in the form of a code number which means, “Thank you, 
but this application really should be postponed until the applicant attains 
Occupational Group 32B, or Fixed-Payment Level 4 by repayment of the 
Credit Union loan.” 

Less fancifully, it is clear that the American family is not going to 
change radically in the near future. The credit industry can turn the 
family’s status-striving into effective mass consumption. And this can 
help us toward the continual^ expanding economy which is a fond hope 
of us all. 



BALANCE SHEET POSITION OF AMERICAN FAMILIES 
John B. Lansing 


We have been emphasizing data from the survey of consumer finances 
which is essentially about the sources and uses of funds of consumers. 
I think the relevance of people’s income and their other obligations to 
their debt position is pretty obvious, but perhaps it may be useful also to 
look at the balance sheet. 

The balance sheet I think has been much less emphasized, certainly in 
our discussions. However, it is appropriate in bringing a perspective on 
consumer credit and the American family to take into account the debt 
and also the assets. Certainly if one were analyzing a business corporation 
and knew only that the XYZ Corporation owed $50 million, one could 
conclude really very little about that corporation. You would have to 
know about the rest of the balance sheet. I guess all you could say would 
be that it was a fair-sized corporation, but certainly you could not conclude 
they were headed toward bankruptcy. 

From the consumers’ side it seems to me there are two reasons for 
looking at the balance sheet. One is what an economist would call the 
welfare problem. You look at the welfare position of the consumers, 
that is, how well off they are. Their ability to pay is also affected, 
obviously, by their other assets, by the total picture of their liabilities. 

It happens that in the survey of consumer finances we have twice 
attempted to get a reasonably complete balance sheet for the people we 
interviewed. I think probably all of you are familiar with the fact that 
we do these surveys every year for the Federal Reserve Board. The 
studies involve about 3000 interviews each year, taken with a cross-section 
of the entire United States. I should perhaps make quite clear that what 
I am going to say and the use I will make of these data has nothing to do 
with what the Board might approve or disapprove. I am responsible for 
these particular numbers and the way they are being used here today, 
and certainly I am responsible for any interpretations I make. 

In making our surveys, we talk with people in their own homes. We 
write a letter first and say we are going to come and see them, and we tell 
them what we are up to. Then the interviewer comes and asks to talk 
to the head of the household. (By a wholly arbitrary rule we say that is 
the husband.) Our interviewers are typically women. They are some 
of these married women whose children have gotten at least into the first 
grades of school, that Professor Smock was talking about, or they are 
older women with some leisure and some experience in life. They do very 


12 



BALANCE SHEET POSITION OF AMERICAN FAMILIES 


13 


well, we find, in reaching people and getting them to talk. The inter¬ 
view itself lasts perhaps an hour, and it covers a variety of topics. The 
emphasis shifts from one year to the next. In 1950 and 1953 we talked 
about the balance sheet. 

There is one problem that always comes up in using data from these 
surveys. They are not perfect, not 100 per cent accurate. I find there 
are two groups of people: Those who take the numbers with a kind of 
implicit faith, which is gratifying but makes us nervous; then those who, 
when they learn there really are errors, are inclined to throw out the baby 
and the bath, both. There is also a third group of people who shift from 
one point to the other from one day to the next. 

There is quite a problem in learning to live with data which are imper¬ 
fect. Fortunately it is not a problem that occurs only in the Survey 
Center. My own first experience with it came when I was taking a course 
in mathematics in college. The professor quite incidentally remarked that 
this was carried out only to six figures, but after all, there were very few 
things we knew to six figures, I felt surely there were lots of things we 
knew to six figures. I thought of the census. After all, 168 million or 
so was nine figures. Since then I have learned more. As I understand it, 
the census people believe that the 1950 count in the population was accur¬ 
ate within 2 per cent. That implies that the first two numbers are all 
right, the 1 and the 6, but the third number is at least subject to some 
uncertainty, and the ninth one is clearly just a number. 

Since I have gotten into this business of numbers myself, I have come 
to realize that if the census w^ere accurate within one per cent, that would 
be grounds for discharging the director. The reason is this: that we do 
not need to know the population of every town, village, and so on, in the 
United States with absolute precision. It costs a lot of money to get it 
close; to get the error down to within a fraction of one per cent would be 
simply not worth the money. 

A little about the nature of the errors in these surveys. There are a 
few people who are very hard to reach, some of them because they are 
never at home. After knocking at the door half a dozen times we question 
whether it is worth the money and time to keep going back. There are 
also some people who simply refuse to talk. They will answer the door, 
but you never do get inside. About 6 or 7 per cent refuse to be inter¬ 
viewed. Some of those are high-income people. There was one man who 
would not give us his income. The interviewer knew we wanted to know 
that figure. Finally he broke down and said he was in the highest income 
tax bracket. We settled for that. It turned out to be $200,000, but who 
knows, it may have been an 3 rwhere over that. He is the only one in that 
bracket that I can remember picking up in a survey. 

That leads, I think, to the second problem: that in a sample of 3000 
you don’t usually get the top-income families. There are SO million 
families, and with a sample of 3000 you just don’t hit John D. Rockefeller. 
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So I think you should regard the statistics we are going to talk about 
as statistics exclusive of John D, Rockefeller, and make your own 
corrections for what they would be if he were included. 

Another problem is that people may not always give us accurate 
answers. Sometimes they just aren’t very much interested in talking 
to us. They won’t take the trouble to do it. I remember one time inter¬ 
viewing, in the slums in Chicago, a Negro physician. I would ask him a 
question and he would give me five minutes’ discussion of the race 
problem in that region. I must admit it was pretty serious from the 
things he told me. At the end of the five minutes he would say, “What 
was that you asked me?” I w^ould repeat the question, he would give 
me an answer, and I would try to ask him the next question. He would 
then go on to another five minutes. I couldn’t get too much of his energy 
devoted to answering the questions. 

Usually there are two interviewers in small towns. Sometimes it turns 
out they both know somebody who is going to be interviewed. That is 
unfortunate, because we try very hard to make the interviews anonymous. 
Once in a while it happens you do know someone you are interviewing, 
which makes a difficult situation. It is hard to press them too much to 
tell you the details of their finances. 

These are just examples of the kind of things that come up which affect 
the accuracy of the numbers. I think you should keep them in mind. 
Nonetheless, I hope we can make something out of them together. 

Now let’s turn to the first of the tables, which loolcs like a balance sheet. 
It is really not, of course, but at least it has the assets on one side and the 
liabilities and net worth on the other. What we did was to take all the 
people we interviewed. In effect we added up ail the assets they told us 
about, then we took per cents according to what the assets were. 

It turns out that 14 per cent of all the assets in the sample were liquid 
assets, bonds or bank accounts. That implies that is is also 14 per cent 
for the population; 14 per cent of all the assets of all consumer units are 
in liquid form. I am sure the 4 is not right, but it is something in that 
general order. 

In that list of assets the one that clearly stands out is the home. Owner- 
occupied homes are far and away the most important single item. 

Then we come to liquid assets and interest in businesses and farms and 
in real estate other than the owner’s own home. That would be primarily 
property he is renting out, or it might be a lot he owns, or he might have 
a summer cottage or have an interest in an apartment house. This turns 
out also to be quite important. Remember, Rockefeller is not in here, 
but the common stock is a fairly important asset. Then come auto¬ 
mobiles. That estimate for automobiles is one we made up by taking 
the kind of car the man said he had and looking up in one of the books 
that you are familiar with the value of the car. 

The most important thing, perhaps, about the list of assets is the items 
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Survey Research Center Data from the 1953 

Economic Behavior Program Survey of Consumer Finances 


TABLE 1 

Proportion of Total Assets and of Liabilities 
Net Worth of All Spending Units Accounted for by Different Items^ 


Assets 


Liabilities and Net Worth 

Per 

cent 


Per cent 



Liabilities 


Liquid assets 

14 

Personal debt 

3 

(bonds, bank accounts) 




Money loaned out 

1 



Common stock 

7 



Automobiles 

S 



Interests in privately owned 




businesses 

14 



Farms and farm assets of 




owner-occupied farms 

12 

Farm debt 

1 

Real estate other than owners’ 


Debt on real estate 


homes and farms 

13 

other than owners’ 




homes and farms 

1 

Owner-occupied homes 

34 

House debt 

8 



Total Liabilities 

13 



Net worth 

87 



Total liabilities and 


Total assets^ 

100 

net worth2 

100 


1 Based on 3,097 interviews in early 1953. 

2 Neither the list of assets nor the list of liabilities is complete. Among the most 
important omissions are holdings of currency and consumer durables other than 
cars and homes, and household “accounts payable,” that is, unpaid bills for goods 
and services. 


Survey Research Center Data from the 1953 

Economic Behavior Program Survey of Consumer Finances 

TABLE 2 

Proportion of All Spending Units Owning Each Type of 
Asset and Owing Each Type of Liabelity 

Assets Liabilities and Net Worth 


Per cent Per cent 


Liquid assets 

71 

Personal debt 

52 

(bonds, bank accounts) 
Money loaned out 

12 



Common stock 

7 



Automobiles 

Interests in privately 

61 



owned businesses 

Farms and farm assets of 

7 

Debt on farm 

Debt on real estate other than 
owners’ homes and farms 

23- 

31 

owner-occupied farms 

Real estate other than home 

8 

14 

Owner-occupied homes 

43 

House debt 

23 


1 As of early 1950. Data for early 1953 not available. 
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that are not there. There are quite a few of them. You can probably 
supply them as well as I can. The currency in your pocket is not there, 
which is a bit touchy to ask questions about and we don’t do it. 

Consumer durables are not there. There is no entry for furniture, 
washing machines, and so on. Why aren’t they there? I think it is 
arbitrary that they are left out. The only explanation is that it is hard 
to value these things, harder than it is to value a car. The market for 
second-hand furniture, and so on, is less well developed than the market 
for second-hand cars. There is a difficult problem in evaluating a piece of 
furniture that has been in the house for five years, and when you have 
forgotten exactly how much you paid for it when you bought it. 

Looking at the other side you will see that the liabilities amount to only 
13 per cent, roughly speaking, of the assets. Of those the most important 
is, of course, the house debt. The liabilities are not complete either. We 
have not included the unpaid bills, and I suspect also that personal debt 
is not covered quite as completely as it should have been in the survey. 

Remembering what Professor Smock had to say we might also add 
that the babies are not on the list. If you chose to spend your money 
getting married and having babies early, the babies might reasonably be 
assets, but they are not included here. Your social security is not here 
either, nor your interest in retirement funds, or things of that kind. 

There is one other comment I should make about this. I find I am 
using the phrase “spending units” in a sense slightly different from that 
of the previous speaker. “Family” is a word that has a good clear mean¬ 
ing to all of us. A family is a group of people who are related and live 
in the same house or apartment. I am using “spending unit” in a sense 
in which there can be two spending units in a family. If there is a grown 
son living at home and working, earning money of his own and spending 
more than half of his own money on his own affairs, he is a separate 
spending unit, as I am using the term. You can have two spending units 
in a family, or even three. You might have two grown sons or parents 
who pool only part of their finances in the common family funds. I think 
Professor Smock was using it in a somewhat more inclusive sense. 

I do not think it is too useful to stick to the total picture. Let’s look 
at the second table which really makes that point. This shows the pro¬ 
portion of all spending units who owe each kind of debt or have each 
asset. We estimated 71 per cent of all spending units as of early 1953 
had some liquid assets, while 29 per cent did not. Looking down the list 
you find 61 per cent had automobiles, only 43 per cent had homes, and 
relatively small proportions of the spending units owned the other assets 
listed. 

In the same way, of course, only a few spending units owed debt on a 
farm or a house other than their own, and 23 per cent had house debt. 
About 52 per cent had personal debt. 

The fact that not all consumers have all items makes it hard to look at 
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Survey Research Center Data from the 1953 

Economic Behavior Program Survey of Consumer Finances 


TABLE 3 

Proportion op Spending Units With Varying 
Net Worth 


Net Worth 

Per cent 

Minus $1,000 or more 

1 


Minus $1-999 

10 


Zero 

4 


$1-999 

16 


1,000-2,999 

14 


3,000-4,999 

9 

Median $4,000 
(Half of units above and 
half below this level) 

$5,000-9,999 

17 

10,000-24,999 

18 

Average $12,000 

25,000-49,999 

7 

50,000 or more 

4 


Total 

100 


Number of interviews 

3,097 



Survey Research Center Data from the 1953 

Economic Behavior Program Survey of Consumer Finances 


TABLE 4 

Two Estimates of the Proportion of Spending Units 
With Varying Net Worth 


Net Worth 

Proportion of Spending Units 

From the 1950 
Survey of Consumer 
Finances^ 

From the 1953 
Survey of Consumer 
Finances^ 

Negative amount 

8 

11 

Under $1,000 

27 

20 

1,000-4,999 

24 

23 

5,000-24,999 

33 

35 

25,000 or more 

8 

11 

Total 

100 

100 


iThe two surveys differed both in date and in the details of the questions asked. 
In 1953 a greater effort was made to obtain information about debt. 


a composite picture for a unit. Fortunately we can do something about 
that by looking at their net worth, (Table 3.) We could use other single 
numbers. One might look, for example, at their liquid assets only, or 
the ratio between two assets. I am sure the accountants could select a 
variety of possible things we could look at here. I have chosen net worth 
simply because I think it is probably the most meaningful single number. 
We calculated the net worth for each individual unit separately and added 
it up. Perhaps the first thing that strikes you is that for 11 per cent of 
the population we came out with a negative number. That is partly 
because of the way we went about this. If a man bought a washing 
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macliine and borrowed money on it we did not count the washing machine 
but did count the borrowing. He would be entered on the negative side 
if those w^ere the only two items on his balance sheet. Nonetheless, I 
think it is hard to say that man is well off if he comes out negative. ^ It 
means he does not have a home, a car, or enough other assets to bring 
him up to the zero point. 

If you take all spending units, rank them in order by their net worth 
and look at the middle spending unit you find that the net worth is about 
$4000. If you take all the money and divide it by the number of units, 
you come out with a different number, about $12,000. As you see from 
Table 3, about 4 per cent of all units turned up with $50,000 or more, and 
at the other extreme one per cent were $1000 or more in debt. 

This table itself is not very meaningful. It is much more important to 
consider who it is than who Jids these amounts. Perhaps before we do 
that we should look at the next table. Table 4 gives you some idea as to 
how two estimates of the net worth situation might vary. These are 
estimates made in 1950 and 1953. In 1950 only 8 per cent had negative 
net wmrth compared to 11 per cent in 1953. At the other end of the 
distribution, in 1950 w^e had only 8 per cent with net worth of $25,000 
or more compared to 11 per cent in 1953. 

I think those discrepancies should not be blamed simply on what 
happened over the three-year period. They also reflect the different 
questions asked, and the wobbling about that you always get when you 
have only a sample of the population. This is the kind of discrepancy 
you might turn up with if you did this again, and again by this order of 
magnitude. 

Table 5 repeats the same distribution we saw a moment ago about 

Survey Research Center Data from the 1953 

Economic Behavior Program Survey of Consumer Finances 


TABLE 5 

Proportion of Total Net Worth Accounted for by 
Spending Units With Varying Net Worth 


Net Worth 

Per cent of 
Spending Units 

Per cent of 

Total Net Worth 

Negative (debts exceed assets) 

11 

“0.4 

Zero 

4 

— 

$1-999 

16 

-{-0.5 

1,000-2,999 

14 

+2 

3,000-4,999 

9 

+3 

5,000-9,999 

17 

-{-11 

10,000-24,999 

18 

-1-23 

25,000-49,999 

7 

4-20 

50,000 or more 

4 

4-41 

Total 

100 

100 

Number of interviews 

3,097 
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the 11 per cent negative net worth in 1953. The second columnj however, 
shows something different. Here we asked the question: What propor¬ 
tion of the total net worth of all consumers is in the hands of those 4 
per cent with $50,000 or more? By our estimate they have 41 per cent. 
If you include the units between $25,000 and $50,000 you get up to a 
total of 61 per cent of the net worth of all units held by this 11 per cent. 

It looks pretty concentrated, especially if you look at the other end of 
the distribution. Of course the negative people wind up with a negative 
share, as it were, of the total amount, and the zero people don’t have 
anything. The 16 per cent with $1 to $999 had 0.5 per cent, or there¬ 
abouts, of the total net worth of all units. In fact, you have to get up to 
$4000 or so before you can see the numbers. 

Gentlemen, this is why you are in business. There are a large number 
of units with relatively small assets, down here in the bottom half of the 
distribution, and there are relatively few units at the top half. It is those 
people from $4000 or $5000 on down who are the customers for lending 
agencies. 

I would like now to examine more closely the question of who it is who 
has the net worth. In Table 6, I have ranged the different occupational 
categories ranked in order of the average net worth of spending units 
who are in those occupations. At the top is the self-employed businessman, 
which I think is no surprise to anyone. The typical individual has a net 
worth of $17,000. The average mean is of course much larger, $39,000. 
There is the same comparison as between the $4000 and $1000 we had for 
all units a few moments ago. 

I was quite surprised with the second entry for the farm operators. I 
had not thought of them as better off than the managerial and official 
group. However, I thought twice and remembered that you don’t farm 
nowadays with a pointed stick. There are tractors, livestock, the property 
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TABLE 6 

Net Worth of Spending Units 
With Head in Different Occupations 




Average 


Median 

(Mean) 

Occupation 

Net Worth 

Net Worth 

Self-employed businessmen 

$17,000 

$39,000 

Farm operators 

14,000 

21,000 

Managers and officials 

8,000 

19,000 

Professional workers 

6,000 

15,000 

7,000 

Clerical and sales 

3,000 

Skilled and semi-skilled workers 

3,000 

5,000 

Unskilled and service workers 

400 

3,000 

All Occupations 

4,000 

12,000 
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itself. The farmers, many of them, turn out to have a rather substantial 
investment compared to other groups. You will notice, however, that the 
average for the group is substantially less than that for the self-employed 

businessman. 

At the other end of the distribution, the unskilled and service workers 
can hardly be described as very well off. The typical unit has assets^ of 
about $400, and the average over-all unit, taking all the funds and dividing 
them equally, has assets of about $3000. 

This occupational distribution omits the unemployed, the retired and 
some other minor groups, students, and so on. 

People in different occupations differ in what assets they have as well 
as in the net amount. (Table 7) Here we ask a somewhat different 
question: For each occupational group as a whole what proportion of the 
assets of the group—that is, of those assets we have been measuring— 
are in the form of homes, and what proportion are in cars? You will 
remember from the first table we found that about 34 per cent of all 
assets of all units were homes and about 5 per cent were cars. 

If you look at the different groups you will see that for the self-employed 
businessman the home is relatively unimportant. It amounts to only 22 
per cent of the total assets of all people in this group. At the other 
extreme, the unskilled worker, the home amounts to about two-thirds of the 
assets, considering the group as a whole. What assets there are in this 
occupational group are primarily comprised in the home. 

Looking at the car asset you can see also that the self-employed busi¬ 
nessman probably has a car, but as compared to his total assets it only 
amounts to about 3 per cent. Most of it, of course, is in his business. 
As you go through the groups with lesser net worth, the proportion^ that 
is in the car goes up. For the skilled and semi-skilled worker it is 10 
per cent. For the unskilled worker there is a slight decline, the kind of 
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TABLE 7 

Relative Importance or Owner-Occupied Homes and Cars 
EOR Different Occupations 


(showing per cent of total assets accounted for by each asset) 


Asset 




Occupation 



Self- 

employed Managers 

All Business- and Professional 

Occupations men Officials Workers 

Clerical 

and 

Sales 

Skilled 

and 

Semi- Un¬ 
skilled Skilled 

Home 

34 

22 

42 

38 

51 

63 

64 

Car 

5 

3 

6 

7 

9 

10 

8 

Number of 








interviews 

3,097 

268 

191 

301 

408 

837 

328 
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decline I do not think we can put too much faith in. It would be plausible, 
however, because some of these people don’t have any car at all. 

It is not true that net worth depends only on occupation, as I think 
all of us are aware of. It depends on people’s age. Table 8 shows a 
measure of the family accumulation with age. The typical individual 
in the lowest age bracket we have here, 18-24 years, has a net worth of 
about $300. People age 65 and over tvpically have a net worth of $8000 
or $9000. 

The accumulation seems to come at about 25 to 44. By the time they 
are 45 to 50 their accumulation is about over. It comes pretty close to 
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TABLE 8 

Net Worth of Spending Units with Head of Different Ages 


Age 

(in years) 

Median 

Net Worth 

Average (Mean) 
Net Worth 

18-24 

$ 300 

$ 1,400 

2S-34 

2,000 

6,000 

35-44 

5,000 

10,000 

45-54 

8,000 

17,000 

55-64 

9,000 

20,000 

65 and over 

8,000 

19,000 

All ages 

4,000 

12,000 
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TABLE 9 

Relative Importance of Assets at Different Ages 
(showing per cent of total assets accounted for by each asset) 


Asset 

All 

Ages 

18-24 

25-34 

Age of Head 

35-44 45-54 

55-64 

65 or 
More 

Car 

5 

24 

11 

7 

5 

3 

2 

Owner-occupied homes 

34 

21 

42 

39 

33 

30 

31 

Liquid assets 

13 

17 

11 

12 

12 

14 

17 

Real estate other than 
owner’s homes and farms 

13 

3 

9 

11 

13 

12 

18 

Common stock 

7 

2 

4 

2 

5 

16 

8 

Money loaned out 

2 

1 

1 

1 

1 

2 

3 

Farms and farm assets 

12 

26 

10 

16 

13 

11 

7 

Business 

14 

6 

12 

12 

IS 

12 

14 

Total 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

Debt as per cent of 
total assets 

13% 

41% 

34% 

22% 

9% 

6% 

4% 

Average (mean) net worth 

$12,000 

$1,400 $6,000 $10,000 $17,000 $20,000 $19,000 

Number of interviews 

3,097 

267 

684 

667 

579 

410 

517 
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a peak there. There is a slight tapering off at the end as older people 
use up some of their assets on retirement. 

We have been talking in very general terms. We might look in more 
detail at assets. I think it is more illuminating to look at the shift in the 
asset pattern over age than just to look at the asset pattern itself. In 
Table 9 the car turns out to be overwhelmingly the asset of the young. 
It is not that they have more cars, but what they have is the car. Of the 
18-24 age group the car is 24 per cent of the total assets of every one in 
the group. The average for that group, you remember, is $1400. That 
proportion falls steadily until you get to the people 65 years or older who 
have much more money. The average there is $19,000. Only 2 per cent 
of that is cars. Their money is in other things. 

Owner-occupied homes are important at every age, but they reach their 
peak in relative importance in the 25-34 age group. These are people who 
have just bought their homes. They bought the car first and the home 
second, as far as I can make out. Many people must go through that 
sequence. Here it is 42 per cent of their net worth. Their net worth has 
come up to $6000 for the group. That stays about constant, but falls 
off gradually until it is only 31 per cent in the oldest age group, 31 per 
cent of a larger number, of course. 

Liquid assets have a quite different pattern. It is the young and the 
old who are liquid. In between you are all tied up with that house and 
other things, apparently. Of course the older people have much more 
money, but in proportion to the assets they are in about the same position 
as the youngest age group. 

The next three items here are the kinds of property that can produce 
income, and these assets, as one might expect, increase with age. You are 
more likely to own real estate other than your home as you grow older. 
You are more likely to own common stock. You are more likely to have 
loaned out money to someone who you hope will still pay it back to you. 

Farms do not behave in quite that way. I have been puzzling some 
about that. I think the answer is that you have to have quite a bit 
of capital to start out in farming. That is the reason why farms amount 
to about 26 per cent of the assets of all units whatsoever in the 18-24 
bracket. Of course, most of that is in the hands of the farmers. That 
means simply that the young fanner has a much stronger net worth 
position than the average city person. 

We have been talking about age and occupation separately. In Table 10 
I have tried to take a look at age and occupation together. At this point 
we are beginning to push the data a little. We don’t have very many 
interviews with people in each age bracket in each occupation. We are 
sorting it once more and it gets a little thinner. There are asterisks in the 
table on the numbers based on less than 100 observations. This is a 
rough way of showing you the numbers most likely to be subject to 
sampling error. 
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For each occupation group you can see the pattern of accumulation, 
with an exception for the self-employed, which I think is simply a result 
of sampling error. I believe it is safe to say that for each occupational 
group you do have an increase, but the pattern is quite different. 

The self-employed start out, in our best estimate, with $15,000. The 
total at the peak is only $24,000. The increase is perhaps 60 per cent, 
something of that order. The farm operators are somewhat the same. 
They start out high. These are medians, you will notice. The typical 
farm operator starts out at $9000, rising to $21,000. The professional 
workers start out at $2000 and wind up with $23,000. Perhaps that is 
partly because of the way we put this together. We do not give the 
professional man any credit for his education; that is, we did not enter in 
his balance sheet any estimate of the value he is receiving for that money 
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TABLE 10 

Median" Net Worth of Spending Units Classified by Both the Age 
AND THE Occupation of the Head of the Unit 


Occupation 

All 

Ages 

— 

Age (in years) 

18-34 3S-S4 55 or over 

Self-employed 

$17,000 

$15,000* 

$24,000 

$21,000* 

Farm operators 

14,000 


9,000* 

15,000 

21,000* 

Managers and officials 

8,000 


3,000* 

10,000* 

14,000* 

Professional workers 

6,000 


2,000 

9,000 

23,000* 

Clerical and sales workers 

3,000 


1,000 

5,000 

13,000* 

Skilled and semi-skilled workers 

3,000 


1,000 

5,000 

7,000 

Unskilled and service workers 

400 


200 

500 

3,000* 

All occupations 

4,000 


1,400 

6,000 

9,000 

♦Based on under 100 spending units. 
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TABLE 11 




Regional Variations in the Proportions of Spending 


Units with Net Worth of Different Amounts 





Region 


All 

North 

North 



Net Worth regions 

East 

Central 

South 

West 

Zero or negative IS 


16 

10 

22 

12 

?l-4,999 38 


42 

36 

40 

32 

5,000-49,999 42 


39 

49 

35 

SO 

50,000 and over 4 


3 

5 

3 

6 

Total 100 


100 

100 

100 

100 

Number of interviews 3,097 


898 

1,033 

00 

388 
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he put into getting to be a dentist, an accountant or whatever he may be. 
I think that tends to account for the striking increase. 

I suppose you people regard a professional worker in the younger age 
group as a comparatively good risk. I certainly would compared to some 
of the next categories. The increase for clerical and sales workers is also 
striking, but that I believe has a different explanation. I think there are 
many clerical workers in the 18-34 age group who are secretaries, typists, 
clerks, and many have dropped out of the labor force. So the 55 or over 
age group of clerical and sales workers includes more of the serious pro¬ 
fessional salesmen, and the increase in the numbers is partly just because 
we have a somewhat different population we are talking about. The 
unskilled and service workers never do get to a very high net worth, as 
you can see. They go from $200 to $500 to $3000 in the oldest age group. 

There is one other factor besides age and occupation which clearly 
influences net worth. That is the region of the country you are talking 
about. Conditions are not the same from one region to the next. (Table 
11) The most striking differences are between the South and the rest of 
the country. Those of you from the South, I am sure, are well aware 
that the net worth distribution there would not be the same. There is 
about 22 per cent there in the zero or negative category compared to 15 
per cent for the country as a whole. 

Table 12 does something different. There we have ranked all the units 
that we found by income. We divided them into tenths and got the 
lowest tenth up to the highest tenth. The highest tenth is people with 
incomes over $6110, or thereabouts, in 1953. The bottom tenth is people 
with incomes under $940. Looking at the last column you see that the 
people with the highest incomes have more than their share of the net 
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TABLE 12 

Sblares of Total Assets, Total Debt, and Net 
Worth Held by Income Groups 


Proportion of 


Income Position^ 

Total Assets 

Total Debt 

Net Worth 

Lowest tenth per cent (under $940) 

5 

3 

5 

Second tenth (under 1,580) 

5 

3 

6 

Third tenth (under 2,160) 

5 

3 

5 

Fourth tenth (under 2,670) 

5 

5 

5 

Fifth tenth (under 3,150) 

5 

6 

5 

Sixth tenth (under 3,610) 

7 

8 

6 

Seventh tenth (under 4,200) 

7 

11 

7 

Eighth tenth (under 4,890) 

10 

14 

9 

Ninth tenth (under 6,110) 

12 

20 

11 

Highest tenth (over 6,110) 

39 

27 

41 

Total 

100 % 

100 % 

100 % 


1 Spending units were ranked by income and then divided into ten equal groups. 
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worth, which will surprise no one. It turns out to be the top 10 per cent 
who have 41 per cent of the net worth, the next 10 per cent, about 11 per 
cent of the net worth. 

You may be a little less familiar with the second column here. The top 
two tenths there are those who owe most of the money. As a rough esti¬ 
mate, half of the money that is owed on houses, personal debt, and so on, 
is owed by this top 20 per cent of the income distribution. 

It is the next groups, however, that we think of when we say that debt 
is a middle-income phenomena. If you look at the total assets and total 
debt columns together you will see the proportion of the debt accounted 
for by the fifth tenth is 6 per cent, but they account for only 5 per cent 
of the assets. The sixth tenth has 8 per cent of the debt and only 7 per 
cent of the assets; the seventh tenth has 11 per cent of the debt and 7 
per cent of the assets; and the eighth tenth has 14 per cent of the debt 
and 9 per cent of the assets; the ninth tenth has 20 per cent of the debt 
and 11 per cent of the assets. It is these four segments of the population 
that owes a larger proportion of the money than they have of the assets. 

There is another way of looking at the relation between net worth and 
income. (Table 13) We took each unit in our sample and compared the 
two. We asked this question: Which is the bigger, the man’s income or 
his net worth? It turned out that half the population had net worth equal 
to about one year’s income, with half under that and half over it. Eight 
per cent had net worth equal to 10 years’ income. That is what the 1000 
per cent means. At the other end we have people with either no income 
or no net worth, about 16 per cent of the population. 

The relative importance of the assets and income of course varies with 
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TABLE 13 

Distribution of Spending Units by Net Worth/Income Ratio 


Net Worth/Income 


Per cent 

Negative or zero net worth, 

Negative or zero income 


16 

Under 100% 


33 

100 % or over 


51 

100-199 

IS 


200-299 

9 


300-499 

10 


500-999 

9 


1,000 or more 

8 


Total 


100 

Number of interviews 


3,097 
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the age. That is shown in Table 14. I just said that half the units had 
net worth equal to about a year’s income. If you take each age group 
separately, however, you do not find half in each class. Of the people 
aged 18 to 24 years, only 8 per cent have net worth of a year’s income in 
their assets. That rises to the oldest age groups, where you have roughly 
three-fourths of the units with one year or more of income in their assets. 

I have said little about the perspective look at the debt. These next 
two rows do bring us back to that. The proportion of units to total debt 
rises in the 25-34 year old age group there, a pattern which I think is 
familiar to you, and falls off very sharply at the end to 29 per cent. 

The next row shows what happens to debt as a proportion of total assets 
for the group. There you see a uniform decline throughout. The lowest 
age group shows the highest ratio of debt to total assets. For that group 
debt amounts to 41 per cent of all their assets. That falls regularly to a 
mere 4 per cent for the highest age group. I think the explanation for 
that appears primarily in the next two rows which have to do with families 
owning their home. 

The proportion of families who own their homes increases quite steadily 
throughout. The big jump is in the 25-34 group we are talking about. 
After they buy the car they buy the home. The last row shows the 
proportion of people who own their homes free of debt. Only 2 per cent 
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TABLE 14 

Net Worth/Income Ratio and Other Statistics Within Age Groups 
In Per Cent 


Age of Head of Spending Unit 



All 

Ages 

18-24 

25-34 

35-44 

45-54 

55-64 

65 

and 

over 

Proportion of spending units 
with net worth equal to 
one year’s income or more 

51 

8 

36 

50 

64 

72 

73 

Proportion of spending units 
owing either personal or 
mortgage debt 

62 

62 

78 

72 

66 

49 

29 

Debt as a per cent of 
total assets (average 
for the group) 

13 

41 

34 

22 

9 

6 

4 

Proportion of families^ 
(nonfarm) owning their 
home 

54 

14 

40 

57 

60 

63 

69 

Proportion of families 
(nonfarm) owning their 
home free of debt 

25 

2 

7 

19 

28 

43 

55 
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of the 20-year-olds own their homes free of debt. I suppose most of 
these must have inherited it. Then in the next age class the proportion 
begins to rise. That rise continues steadily until finally it reaches 55 per 
cent for the oldest age group. That, I would say, is a tribute to the 
financing of owner-occupied homes. It represents an accomplishment 
that many people have been able to own their homes clear of debt. 

To summarize just in a word, we have been looking at the balance 
sheet, and as a single number represents the balance sheet, most of the 
discussion has been focused on the net worth position of spending units. 
We found four factors which are associated with that: The age of the 
head of the unit, his net worth, his occupation, his region of the country, 
and, of course, his income. 

Questions From The Floor 

Paul L. Selby: May I start with a question of Dr. Lansing? 

Apparently you must have had dollar figures when you set up these 
percentages? 

Dr. Lansing: Yes, we did. 

Mr. Selby: I was looking through the sheets for the gross asset value 
and indebtedness and net worth. Did you project a total across the whole 
population in dollars? 

Dr. Lansing: We did do that. I have stayed away from that this 
morning, because I think it seems as if it meant more than it does; that 
is, not all the assets are in there, and probably all the debts are not in 
there. Certainly there are errors; certainly there are some parts of the 
population (John D. Rockefeller) who are not properly represented. So 
I left that number out. It was published in the Federal Reserve Bulletin. 
If you are curious about it, sir, you can find it there. I think it was 
August 1953, or within a month or so of that. 

Ernst Dauer: Professor Lansing, I wonder if you would hazard a 
guess as to what the effect would be if you had done two things differently: 
If instead of putting in car values at what I assume are the blue book 
values, which gives the absurd figures for the cars owned by the people in 
the 45 to SO income group as ?390, or something like that—if instead of 
that you had made some attempt to amortize the cars over their normal 
life, and if as a second thing you had made an attempt to put in durable 
goods other than cars and homes, what would the net effect have been? 
Would you hazard a guess on that? 

The reason I am asking the second question particularly is this; The 
other survey figures show that the young marrieds buy refrigerators and 
furniture, and so forth, which represents a substantial investment to them 
and for which they incur debt. The debt has gone into these figures but 
the assets have not, even though those assets are relatively new and would 
have a substantial value. 
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If you had done those two things differently, would it have changed 
your conclusions, or haven’t you thought about that? 

Dr. Lansing: We have thought about that, especially about the second. 
If we had somehow valued the furniture, and so on, it surely would have 
indicated that the young people are saving more; that is, it would show 
higher assets, particularly in the younger age groups where these things 
are relatively important, or more important. And certainly it would show 
fewer people with negative net worth. I think that proportion should be 
regarded simply as a number we came up with because of the way we 
went about it. 

As far as the automobiles are concerned, I think the peculiarity of some 
of the numbers is because some people don’t have cars. One should not 
infer that the $390 is the typical value of a car, you see. This is as if 
you somehow divided all the cars equally, even though some people have 
not got them. We did take the retail price, not the wholesale price of the 
cars, so I don’t think a changed procedure there would have made too 
much difference, though it would have relatively improved the position 
of the younger people somewhat. 

Thomas W. Rogers: This point Dr. Dauer makes I think is rather an 
important one for the reason that there seems to be a considerable number 
of people who have the idea that people are over-loaded with debt. When 
we come to analyze the qualitative aspect of debt in realization to the 
quantitative aspect of debt, we are going to get a proper balance only with 
the assets as the countervailing item over against the liability side. That 
becomes particularly important for these younger groups where, as you 
have indicated, a relatively larger percentage of current disposable income 
is being allocated to investment in durable goods, which according to some 
studies runs as high as 25 per cent in the earlier years. 

Dr. Cole: I wonder if you happen to know, Professor Lansing, whether 
any of the Congressional committees have seen and used these figures in 
their investigation of the plight of the poor farmer today? 

Dr. Lansing: There are two ways of looking at these. One is to say, 
Look how rich the farmer is. He has all that capital. The other is to 
say. He has all that capital invested and he still can’t make any money. 
I guess it depends on which party you belong to. 

Professor William Henry Blake: I notice here you list just bonds 
and bank accounts. I assume you took into consideration the insurance 
these people owned as part of their liquid assets; or if you did not, what 
was your reasoning along that line? 

Secondly, as I look through these I am impressed with the fact that 
the liquid assets in all instances are in excess of the total liabilities, even 
though you include the personal debt, the farm debt, mortgages. I wonder 
why the public is so worried about the amount of consumer debt when 
you look at the liquid assets alone which more than exceed the amount 
of liabilities. Do you have any thinking on that? 
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Dr. Lansing: Life insurance is not included. The reason for that is 
pretty largely because of the difficulty of evaluating it. You cannot ask 
a man what the cash value of his life insurance is. You get into rather 
serious difficulties. Some is term insurance, some endowment insurance, 
obviously quite different. It was just a question of the resources we could 
put into it. There is no doubt that insurance belongs on the list of assets. 

As far as the relation between assets and debt is concerned, I think 
everyone would agree that it isn’t so much a question of everyone in 
general and all consumers being in trouble. The issue is whether there 
are particular consumers who have a liquid asset and debt position that 
may be less favorable rather than how many there may be for the group 
as a whole. These figures show quite clearly that consumers collectively 
have assets far in excess of their debts. 

Dr. Selby: May we ask Professor Smock for an evaluation of these 
statistical surveys of the family position, taking into account that the 
young married couples have just come out of college or high school with 
the biggest investment in their life period in education, and in the creation, 
the origin of a home and the asset values there. What effect upon a 
family’s social status, from a sociological viewpoint, does this early 
formation of debt have? Is it a look-up or a look-down for the family? 

Professor Smock: That is a big question. One of the funny things 
about this middle-class status business is that it used to be a repeating 
cycle for middle-class generations. Say the young farmer pretty much 
expected to start out working on someone else’s farm, and eventually to 
reach in middle age the status position of his parents. 

In terms of the possessions that characterize middle-class families I 
think it is more common now for people at the time of marriage to expect 
the possessions their parents possess. They do not expect to start from 
scratch. If their mothers had a washing machine they expect a washing 
machine, and perhaps a drier. This puts pressures in terms of status on 
today’s young people that yesterday’s young people did not feel. 

There is a compensating factor. Being just married is a status in itself. 
Being just married and having used furniture or an incompletely furnished 
house or an old car is not embarrassing. But rather quickly this status 
fades. I am not talking about the difficulties of maintaining a romance 
in marriage or anything like that, but being just married does not last 
very long, and pretty soon if the young family is to feel it is getting ahead 
it must begin to have the things it has expected to have. 

This is certainly a factor in the young family’s extensive use of credit. 
If it didn’t have this credit it would be in a very difficult position in terms 
of its status and its satisfaction with itself. As long as the credit is there, 
and the job opportunities are there enabling it to attain the income to use 
this credit effectively, I don’t think there is any big problem in these high 
aspirations of today’s young people. Under less favorable economic 
circumstances this could be quite a serious social problem. 
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Dr. Selby: What does it do to the economy when you advance that 
demand? 

Professor Smock: The reason so many drove here in new cars is that 
this demand has been advanced. It is obviously good for the economy. 
All I want to do is keep an eye on the rate of repayment. 

Mr. Rogers: These pressures which you are talking about here con- 
tribute^ as was said a moment ago, to this allocation of resources, and 
account for the fact that throughout the whole of our population perhaps 
from 12 to 15 per cent of our disposable income is allocated to durable 
goods, when we look at the whole population. Yet if you take the lower- 
age groups, as indicated a moment ago, 25 per cent of their income during 
certain periods of time will be allocated to durable goods. 

Dr. Bartels: In view of Professor Smock’s statements, I wonder if an 
effort is being made to get a qualitative picture of the wealth in the hands 
of the consumers, so the two viewpoints could be reconciled? 

Dr. Lansing: It would be very interesting to do, to try to construct an 
inventory. It would be hard to add up but we might be able to construct 
an inventory of what items people had. Nobody has yet put the necessary 
resources into it to carry out such an investigation. We have some infor¬ 
mation about this, of course, but a really complete job so far as I know 
has never been carried out, 

Mr. Rogers: I might say to Dr. Bartels that one of the reasons the 
Arrangements Committee put this general subject on the program this 
morning was to spark interest in the situation with the hope that in the 
period to come we could expand and eliminate some of the known 
weaknesses that we have in these data now, and create a broader base. 



STATISTICAL SUPPLEMENT 

Alan S. Jeffrey 


The following statistical tables* present the basic picture of consumer 
instalment credit in the United States as of the end of 1955. 

* (These tables were prepared by a sub-committee of the Steering Committee of the 
National Conference on Consumer Credit. This sub-committee consisted of 
William H. Blake, Executive Assistant, National Consumer Finance Association, 
Albert R. Miller, Jr., Director of Economic Research, National Foundation for 
Consumer Credit, and Alan S. Jeffrey, Assistant to the Executive Vice President, 
American Finance Conference). 
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FAMILY STANDARD OF LIVING IN 1965 

by Stahrl Edmunds 

I have four major parts to my talk. The first is a quick review of 1955^ 
to learn where we have been or where we start from. The second part is 
concerned with where we are going, the long leap into 1965. The third 
suggests the opportunities for growth in consumer credit during this com¬ 
ing period, and the last portion is the benediction or the good word for 
consumer credit. 

I am going to start first with the extent of the durable goods boom 
during the last year. (Chart 1) This chart shows that the automobile 
business, while big and booming, has been surpassed in sales by a few 

CHART 1 

Automobiles Rank 6th Among Consumer Durables In 
Percent Sales Increases From 1954 to 1955 

Number Sold In 
Thousands of Units 


Per Cent 


Rank 

Item 

1954 

1955 

Change 

1 

Frypan Skillet, Electric 

1,100 

2,660 

+ 142 

2 

Lawn Mowers, Power 

1,350 

2,103 

+ 56 

3 

Dryers 

941 

1,405 

+ 49 

4 

Mixers, Food 

2,240 

3,240 

+ 45 

5 

Dish Washers 

215 

295 

+ 37 

1 6 

Automobiles 

5,474 

7,409 

4“ 35 1 

7 

Washing Machines, A.T. 

2,401 

3,187 

4- 33 

8 

Irons 

3,850 

5,100 

+ 32 

9 

Radios 

6,276 

7,800 

+ 24 

10 

Cleaners, Vacuum 

2,792 

3,440 

+ 23 

11 

Shavers 

3,950 

4,750 

4 20 

12 

Kitchen Cabinets 

3,372 

4,046 

4 20 

13 

Ranges 

1,350 

1,600 

4 19 

14 

Heaters 

2,660 

3,070 

4 15 

15 

Heating Pads 

1,675 

1,920 

4 15 

16 

Fryers 

1,995 

2,275 

4 14 

17 

Refrigerators 

3,600 

4,025 

4 12 

18 

Freezers 

990 

1,100 

4 11 

19 

Toasters 

3,110 

3,350 

4 8 

20 

Television 

7,346 

7,905 

4 8 

21 

Air Conditioners 

1,230 

1,290 

4 5 


Source: Electrical Merchandising 
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products. You will notice that among the durable goods sold last year, 
automobiles were sixth in percentage increase over the year _ previou^ 

We were exceeded by some new items such as the new fry skillets^ and 
some of the older items such as driers, mixers, and dish w-ashers. Of 
course the largest in terms of volumes of dollars has been the increase in 

automobiles. 

Increased expenditures occurred not only in terms of the ordinary 
durables, but also in terms of housing. Consumers increased their outlay 
on housing a great deal. Chart 2 shows a 9 per cent increase in the outlay 

for homes- 

The increase w^as occasioned, as is shown in Chart 3, by a large increase 
in the floor space people desired. They wanted more medium-sized 
homes. The homes from 800 square feet up to about 1500 square feet 
increased sharply in their percentage distribution compared to 1954, while 
the small and large homes declined. 

CHART 2 

Consumers Ixxreased Housing Outlays by $1,100 
FROM 1954 TO 1955 TO Buy More House 
(In 1955 dollars) 



Median Selling Price 


Source: Economic Studies from Bureau of Labor Statistics Data. 

Ford Division 3-19-56 

Merchandising & Management Data 

Fr<^uct Fianning Office Marketing Research 
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CHART 3 

Consumers Are Buying More Medium Sized Homes with Larger Floor Area 


Percent of Ho»®s 

3® f- 30% 



Square Feet of Floor Area 


Source: Economic Studies from Bureau of Labor Statistics Data. 

Ford Division 3-19-56 

Merchandising & Management Data 

Product Planning Office _ Marketing Research 


CHART 4 

Wider Price Spread Now Between Ford Minimum Car and Average Outlay 
For All Cars (1955 Prices) 

$2,770 Outlay for all cars 




$1, 545 Ford price 


1955 

Source: Autornobile outlay from Survey Research Center. Ford Minimum based upon cheapest 
Mainline Tudor 6, without accessories, at price paid by customer as determined by Market 
Facts shopping study. 

Ford Division 2-6-56 

Merchandising & Economic Studies 

Product Planning Office Marketing Research 
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(C'hart 41 There has also been a larpje increase in outlay between 1949 
anf! 1955, on the amount of money spent on carS; in fact, about $54 a 
year. In father words, people want more space, more value, a better 
priiciiicf. Products which offer better value are the ones which consumers 
biiV- ft should fie noted that although the total outlay has increased 
about $300, a basic car, without the accessories and extras, has remained 
practically unchanged in price over this period when we taice account of 
the change in the cost of living or the consumer price index. 

I'Chart 5 } The amount of credit for new car transactions rises as the 
outlay rises. Since we have had an increase in the outlay on most of the 
major durables over a period of time, we have tended to have an increase 
in the amount which is financed. Last year the increase was about $250 
(Chart 6,1. This increase in the amount financed would ordinarily be 
accompanied by an increase in the payments for the purchaser, but this 
generally has not been the case. 


CHART 5 

Average Amount of Credit in New Car Transactions 
Up $250 IN 1955 Over 1954 
(Sales Finance Companies) 


$ IfSSO 


1954 

Source: Economic Studies from Federal Reserve Board Bata. 

Ford Division 
Merchandising & 

Product Planning Office 


$ 2,200 


1955 


3-12-56 

Management Bata 
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Length of Terms Has Shown Fairly Small Change Since Last September 
(Percentage Distribution of Auto Installment Contract by Length of Term) 

41% 
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The increase in the average extensions, and the financing of the larger 
coiisiimer outlays, were benefited by an extension of the terms. 

Chart 6 shows that there has been no substantial change in terms since 
about September of last year. There was a very sharp drop in the short¬ 
term contracts during the early part of the year, and there has been a 
general increase in it once, 31 to 36 months. 

This has had the effect, as shown in Chart 7, of making it possible for 
consumers to buy new cars with substantially the same monthly payment 
and actually a slightly decreasing proportion of their incomes. As a result 
of this favorable relationship between monthly payments and incomes 
there has been very little change in delinquencies over the period. As a 
matter of fact they have shown some improvement even during the last 
month. 

Chart 8 illustrates the fact that the exposure to loss on cars is very 
little. In fact, there is quite a comfortable margin between the net time 
balance, the lower line, and the wholesale price of a car which represents 
its collateral value. This happens to be the case of a Ford Customline 
V-8 with standard accessories and standard transmission. The gross time 
balance includes unearned premium and insurance. We have taken these 
out to arrive at the net time balance, which is the amount really at risk. 


CHART 7 

Monthly Installment Payments by New Car Buyers Shows Little Change 


Average 

Monthly $66 

Payment 


$64 


$65 


$64 




June 

July 

November 

January 


I9S3 

1955 

1955 

1956 

Average 

Monthly 

Income 

$417 

$423 

$425 

$431 

% of 
Monthly 

IS.Sfo 

IS.1% 

153% 

14.8% 


Income 


Source: Tabulation of U. C. I. T. data by Consumer Research, Central Staff. 

Ford Division 2-20-S6 

Merchandising & Marketing Research 
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You will notice that the dotted line, the W'holesale value of the car, at all 
points exceeds the net time balance, the lower line, by a fairly good margin. 
The only thing one might say about this situation is that, because of longer 
terms, the owners do not build up as much equity. However, the chart 
illustrates the fact that the down payment is the crucial factor in protect¬ 
ing the principal at risk, and that actually the term could be even longer 
than it is if one did not wish to see the buyer increase his equity or build 
it up to the point where he could trade in for a new car at some time. 

Chart 9 shows a somewhat different situation, because it shows the 
wholesale value of a car purchased toward the end of a model year, about 
in July. Here the wholesale value has declined in relationship to the net 
time balance, with the result that there is more possibility of loss on this 
type of credit. At least, there is not as comfortable a cushion or margin. 
It is possible, I suppose, that if repossession costs are large, and if the 
time lag between the delinquency and the repossession is long, there could 
be some loss. 

In general I think that these charts tend to illustrate that the automo¬ 
bile installment credit has been basically sound. It is well supported 
both by income and by the value of the cars or the collateral. In spite 
of these things, then, why is there so much interest at this time in con- 


CHART 8 

No Loss Exposure on January 1955 Sales at One-Fourth Down, 36 Months 
Customline V-S, Fordor, with standard transmission and usual accessories 



Source: New car prices from Market Facts shopping studies; wholesale prices from Automotive 
Market Reports; insurance cost is that for class one risk in Detroit. Adjustments of gross 
to net time balance reflect Michigan laws. 

Ford Division 4-9-56 
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CHART 9 

Possirtiurvor Loks Grkatee on Sales at Maximum Terms Toward End of Model Year 
Customline V-S, Fordor, with standard transmission and usual accessories 
One-fourth down, 36 months 


hioo L X, fi 

. . ' \ SjwieaisnsbX 

X. l**Tt««ST 


Ciroiii TiMt BalaAC« 


Wholesale Price 

^ Z' 


Sat Tine Balance 


«*w.T •M.f Jukr Outr 

im *?5tf «95T 1958 

Source: Kew car prices from Market Facts shopping studies; wholesale prices from Automotive 
Market Reports; insurance co^ is that for class one risk in Detroit. Adjustments of gross 
lo net time balance reflects Michigan laws. 
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CHART 10 

Business Loans Have Increased by $1 Billion During First Quarter 

Billions 



4 AN I FEB I MAR f APR t MAY 
Source: Federal Reserve Board. 

Ford Division 
Merchattdisxng & 
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sumer credit in terms of its effect on the economy? I think these charts 
would tend to allay any fears one has about consumer credit. 

However, this year credit presents a problem for another reason, (Chart 
10), largely because of the increase in business loans. There has been 
about a billion dollar increase in business loans during the first quarter, 
most of it during March for tax borrowing. This borrowing also reflects 
some inventory buying and capital expenditure needs by business. This 
large increase in business loans has put new pressure on bank reserves. 
The free reserves of the bank become smaller and smaller through the year 
until finally they become a substantial negative figure of about $500 
million. There was some improvement in the negative free balances dur¬ 
ing December. They rose to about a quarter of a billion and remained 
there for January and February. Now they have dropped again to the 
point where loans and discounts of the member banks exceed their excess 
reserves by about $425 million. The effect of this, of course, has been 
to raise the interest rate throughout the period. 

I would like to summarize the current credit situation. There has been 
a large expansion in business loans during the first quarter by a billion 
dollars, and this has been necessary to finance tax payments, inventory 
and capital equipment. Secondly, by comparison the increases in con¬ 
sumer installment credit have been moderate. We estimate them to be 
perhaps $200 million to a quarter at the most. Thirdly, terms on auto¬ 
mobile installment loans have shown little change since last August, and 
have remained low. The distribution of maturity length, however, shows 
some gain in the 31-36 month contract at the expense of the under 24 
month contract. 

On the negative side the Federal Reserve has allowed tightness to 
develop in the money market by failing to supply added reserves as 
business demands for funds have expanded. Negative free reserves in¬ 
creased sharply. While interest rates on commercial paper have not yet 
changed, interest rates have risen on long-term bonds and brokers’ loans. 
Higher rates may extend on other borrowings. 

The last one may be the understatement: Around midyear when the 
Treasury again enters the money market seeking to borrow, there will be 
less corporate funds than last year to invest in government securities. 
With bank credit already tight, the Federal Reserve Board may again 
be faced with the dilemma whether to allow a bit more inflation or whether 
to tighten the boom. I think the understatement may be that this will not 
happen at midyear; but it probably occurs in the minds of the people in 
Washington right now. 

(Chart 11) We come out of the year 1955 with families still in a very 
strong position as far as the liquid assets are concerned. There has been 
very little change in the per cent of families holding $500 or more in 
liquid assets. We look at the $500 figure because it is pretty close to a 




1950 1951 1952 1953 1954 1955 1956 

Millions of Families 

22.1 22.0 20.7 23.2 24.8 22.8 24.0 

*Ho!dlngs of ciiecking and savings accounts, saving and loan and credit union shares and U. S. 
Government Bonds early in indicated years. 

Source: Federal Reserve Board, Survey of Consumer Finances. 
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down payment on a car. In spite of the borrowing and large sales, 
families are in a strong financial position. 

(Chart 12) I don't suppose one could make a study on consumer 
credit without putting in this chart on the relationship between consumer 
credit and income. The percentage of credit to income has been rising 
but it is not particularly high relative to the earlier period of 1940. I 
think the other charts in terms of delinquency, the relationship of an 
installment payment to the weekly income of workers who have purchased 
automobiles, and the exposure charts, are much more important in judging 
the quality of risk than this one is. It is very hard to arrive at a judg¬ 
ment as to w^hat this one means. In view of the other circumstances it 
does not seem to me this is particularly high nor alarming. 

Now let us start from here, and take our leap ahead. Another marriage 
boom will start in a few years. Chart 13 deals with the number of indi- 
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CHART 12 

Consumer Income and Credit 



Sources: U. S. Department of Commerce and Board of Governors, Federal Reserve System. Data 
are for personal incomes. 

Ford Division 12-S-S5 
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CHART 13 

Another Marriage Boom will Start in a Few Years 

(Individuals reaching age of 22) 


THOUSANDS 
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Source: U. S. Bureau ot Census. 

Ford Division , 3-12-56 

Merchandising & Management Data 

Product Planning Office Marketing Research 




so 


MICHIGAN BUSINESS STUDIES 


viduals who will reach age 22, a time at which we think they probably 
will be interested in matrimony. Here is the potential increase in the 
work force and also in family formation, showing a sharp increase in the 
’60s, though a small increase during the next five years. 

Let us look at what some of these implications mean for the future. 
(Chart 14) At the same time that the population is increasing, it is also 
becoming more and more suburban. You will notice the very large in¬ 
creases we have in the population of the suburbs, the top line, and its 
projection in relation to the central cities. This situation has a very 
profound effect on the way of life in America. 


CHART 14 

Suburbs Lead Expansion of Large Metropolitan Areas 



Source: Bureau of the Census and Sales Management Data for 24 metropolitan areas containing 
erf the popuiation in 1955. Projections by economic studies. 

Ford Division ,, 3-12-56 

Merchandi.siiig & Management Data 

Product Planning Office Marketing Research 


The two facts, the move toward the suburbs and the change in popula¬ 
tion, lead me to the following estimates on the national product. (Chart 
15) Real gross national product is expected to increase about $160 
billion by 1965, rising from $388 to $550 billion. This estimate is some¬ 
what on the conservative side. It is based upon a modest increase in 
labor force, some reduction in hours, and a 3 per cent productivity factor. 

Let us see what this implies in terms of expenditure for various items. 
(Chart 16) Consumption expenditure is expected to increase about $106 
billion; private domestic investment will go up from $59 billion to $82 
billion; government expenditure will increase from $76 billion to $110 
billion. These estimates are based on ratios of change that have taken 
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CHART IS 

Real Gross National Product Expected to Increase by $160 Billion by 1965 

(In 1955 Prices) 



Source: President’s Council of Econoraic Advisors, 1929-55. Projections by Economic Studies- 

Ford Division 4-9-56 

Merchandising & Marketing Research 

Product Planning Office Economic Studies 

place in recent years, and perhaps some will argue that the government 
expenditures will not rise that much and should not rise that much. I 
take no issue in that case, but merely point out that these are the divisions 
based upon recent trends. 

Chart 17 illustrates the change that is implied for income. Income will 
rise by about 40 per cent and go up to $430 billion, with an increase in 
savings and some increase in taxes. 

Chart 18 shows what is implied as far as family distribution of income 
is concerned. Sixty per cent more families are likely to have an income of 
$5000 or more. Actually that 60 per cent applies to the change between 
1955 and 1965 in terms of the number of families. It increases from 19 
million spending units—^these are really spending units rather than fam¬ 
ilies—to 25 million by 1960, then 31 million by 1965. The families who 
have $5000 and more income are of particular interest to us and to those 
who manufacture durables, because they determine to a considerable 
extent the nature of the market for new durables. The higher incomes 
of course are particularly important in two-car-family ownership. 

Chart 19 shows total ownership of cars by income. At the present 
time, 40 per cent of the families with incomes under $3000 have cars. 
The ownership rises very sharply over $5000; 88 per cent of families are 
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CHART 16 

Ferso*\al Consumption Expenditures to Increase About $106 Billion by 1965 

(In 1955 Prices) 

SiLtaoMS or Ooi.t&R» 



Source: President’s Council of Economic Advisors, 1929-53. Projections by Economic Studies. 

Ford Division 4-9-56 

!ilercliandising & Marketing Research 

Product Planning Office Economic Studies 

owners. The two-car families increase from 2 per cent to 16 per cent as 
income rises over the $5000 level. 

Chart 20 estimates the number of families owning two cars. At present 
there are about 4.3 million spending units owning two cars. This should 
rise to approximately 7 million by i960, and 10 million by 1965. 

As to total outlay for durable goods, which is probably of more interest 
to you, the consumer outlay for durable goods is likely to rise about one- 
third by 1965. The new car outlay was around 12 million last year, more 
or less a peak year. We think probably 11 is more normal at this time 
without large credit stimulus. This will probably rise to 16 million. Total 
consumer expenditures we expect to rise from their level of around $34 
or $35 billion now, up to $48 billion. 

The increase in consumer credit extended is likely to parallel this fairly 
closely, (Chart 21) Here is a projection of the installment credit 
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CHART 17 

Disposable Income to Rise 40 % by 1965 
(In 1955 Dollars) 

BatiONa or DoLiAi*a 



Source: President’s Council of Economic Advisors, 1929-55. Projections by Economic Studies. 

Ford Division 4-9-56 

Merchandising & Marketing Research 

Product Planning Office Economic Studies 

extended. It is likely to rise to about $48 billion by 1965, of which almost 
half would be automobile credit extensions. 

Let us see how this affects family debt in terms of the amount of 
installment debt outstanding by income groups. (Chart 22) The present 
distribution of debt is shown by the shaded bars. The white bar is what 
we expect will be the personal debt owed within income groups by 1965. 
The total outstandings would come to around $38 billion. You will see, 
and I think this is an important point, that as incomes advance debt 
moves into stronger and stronger hands. With rising income, more 
families will have $5000 income and over. The main increase in debt 
will be among families with incomes in the $5000-10,000 range, with less 
debt in the under-$5000 range. 

I think this bodes very well for the future. I think it has vast implica¬ 
tions as far as the extensions of credit are concerned. We have already 
seen that the present loans, on terms of about a fourth down and 36 
months to pay, are adequately protected by the wholesale values of the 
cars purchased. In addition to collateral value protecting the loans, there 
will be also a stronger personal position behind each loan. 

In Chart 23, I am trying to do the thing which your program chairman 
has implied, and that is to see what kind of standard of living this will 
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CHART IS 

lu H.‘U£ Ixcmme of $5000 and Over 
Millions (if Familks^^'' 
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♦FamOies defined as independent spending units with at least $15 a week in^me. 

Suurce: Econuraic t^ludles Estimates from Bureau of Labor Statistics and FRB Survey of Consumer 
Finances. 
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mean. Here we see the changes from prewar to postwar in the buying 
habits of the American families expressed more or less in economists’ 
jargon: that is, the income elasticity of demand for various items. The 
chart shows the percentage change in spending which is coupled with a 
1 per cent change in income. For instance: airline travel in the postwar 
period increased 2.7 for every 1 per cent increase in income, whereas 
prewar it increased 0.7 per cent with every 1 per cent increase in income. 

It is interesting, in looking down the list, to note that the areas in which 
buying has been expanding are strongly centered about the home and 
travel Airline travel and personal business head the list. Then comes 
housing, which I think is an indication of the suburbanization and the 
stronger centering of life about family affairs. There is a large increase 
in both foreign travel and automobile transportation. There is a very 
heartening increase, it seems to me, in the expenditures for education, 
religion, and welfare activities. More attention is paid to medical care. 
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CHART 19 

Car Ownership Rises Sharply with Incomes 



^Spending Units. 

Source: Money Income before Taxes, Survey Research Center. 
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Towards the end of the list is a small but growing item, more attention 
paid to clubs. 

It seems to me that here we have, in a way, the pattern of American 
life, especially if you look at it in relation to the next column where the 
buying is contracting. There is less expenditure than prewar, in relation 
to income expansion, on radio, television and musical instruments. Less 
is spent on food and less on the operation of the house. It surprised me 
to see sports equipment, including boats which I thought were booming, 
down. There is less interest in beauty care, jewelry and watches, less in 
clothing. Paid transportation is less; and of course, as you would expect, 
there is less spectator amusement. 

In short, an urban population, living in concentrated metropolitan 
areas, tends to have its life center more about spectator amusements, about 
paid entertainment of various kinds, and perhaps things like radio and 
other instruments in the home; whereas a population moving away from 
the center of the city into the suburbs, with more space around them, 
more transportation available to them, tend to have their life center more 
about the home, about travel, and their social affairs in relation to clubs 
and social groups. 

I am not enough of a forecaster to see how this pattern of living may 
change in the next ten years. I would expect the next ten years to see 
a strengthening of the trends which we see here: more expenditure on 
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CHART 20 

Strong Trend in Two Car Families 



1949 1955 1960 1965 

Source: Survey Research Center, University of Michigan. Projections by Economic Studies Department. 

Ford Division 4-2-S6 

Merchandising & Management Data 

Product Planning Office Marketing Research 

liome, travel, the cultural and religious and educational aspects of life, 
and less on the items we have shown here of various kinds of paid enter¬ 
tainment and persona! adornment. Life will be more casual in 1965 than 
it is now. I don’t see any reason why w^e should deviate from this trend 
as long as the suburbanization continues. If this forecast into 1965 does 
not seem to be adequate, then I suggest that you stand by until 1965 
arrives, w^hich I propose to do myself. 

Now for two short final points: first, the opportunity for growth in 
consumer credit. The opportunity for growth is related to the growth 
in the economy, which we have seen is going to be relatively large. To 
have consumer credit grow more rapidly than durable expenditures, there 
will have to be a further expansion in the secondary markets for durable 
goods. In other wmrds, consumer credit bears some relationship to the 
collateral value of the material which you are lending against. To have 
more evidence of collateral value, we need better used-commodity markets 
In many lines than we have now. If that change does not take place, 
I think the expansion in consumer credit will be about in line with the 
changes in consumer durables I have shown here. 
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CHART 21 

Installment Credit Extended to Rise to $48 Billion by 1965 

(Actual Dollars) 


BicttOMs or Dollars 



Source: Federal Reserve Board. Prajections by Economic Studies. 
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CHART 22 

Large Increase in Total Installment Debt in Prospect for 1965 for 
Families with $5,00(>-$10,000 Income 


btLLIOMt Or 
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Source: Estimated by Economic Studies from FRB. Survey Research Center Data. 
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CHART 23 

Cuvriisr . SrxshMin in Living, Clnti.fls Ai’out Home, Travel, and Culture 

I on chaiJLvs in ^pendinc; with a 1% chanjze in income) 

Kl'YIXG EXPAXDIXG BUYING CONTRACTING 


Item 

Spendin.c; 
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Consumer credit in the future may also find an opportunity for growth 
In' investing in people. In an economy where people want to travel, to 
broaden their experience, and to educate themselves, there is the oppor¬ 
tunity to invest in people and in the development of their abilities, par¬ 
ticularly with debt moving into the hands of people with higher incomes 
and a stronger credit standing. 

My last point is a very quick rationale about consumer credit and its 
justification. In what I have read of consumer credit, most of the justifi¬ 
cation centers about economic factors, wh\^ credit is useful to the economy. 

I think probabl}^ the strongest argument for the expansion of consumer 
credit is on other than economic grounds. I would put it simply on 
grounds of justice. There is, after all, a sort of life cycle in borrowing and 
saving. When families are young and growing, they are less able to pay 
for goods unless they borrow. Consumer credit is a civilized way of 
enabling everyone, the younger people and the less well off, to have a high 
standard of living in advance of the time that they can actually acquire 
the savings for that standard of living. In times past, young people often 
acquired their higher standard of living by fighting for it. It has taken us 
a long time to get away from youthful warriors who snatched what they 
wanted and, in the absence of consumer credit, got what they needed for 
their start in life. 

To the extent to which we have an economy dedicated to rising stan¬ 
dards of living, we are forced to justify the economy by how widely that 
standard of living is shared. Consumer credit, as I have said, is a civilized 
way of sharing the rise in living standards. 

I may add about the proposed government study of consumer credit, 
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that consumer credit problems would benefit by the examination and 
attention of intelligent minds. I think the possibility of its control is 
rather remote at this time. Consumer credit is the people’s credit. It is 
credit for all of the small borrowers in this country. In the long run it 
cannot be dealt with more severely than the extensions of credit to busi¬ 
ness and other groups. At the present time the great extensions are to 
business borrowers. It seems to me both unwise and improbable that we 
should deal more severely with the borrowing of consumers than wdth the 
borrowing of the businessmen. In other words, to the extent that 
borrowing is excessive at any time, it is unstabilizing. 

That is as far as I can see toward 1965. Again I invite you to stay 
around for ten years and see if I am right. 

Questions From the Floor 

Chairman McCracken : We have had quite a tour through the current 
economy and extending ail the way to 1965. I would like to raise one 
question here. Have you translated this into any rough estimate as to 
retail automobile sales for 1965? 

Mr. Edmunds: Yes, I have. 

Chairman McCracken: Any estimates you want to indicate? I 
noticed your dollar outlays were up about 48 per cent, weren’t they? 

Mr. Edmunds: Yes. 

Chairman McCracken: From what you would call a par for the 
course. And you are assuming no major changes in price levels? 

Mr. Edmunds: We are not assuming any major change in the price 
level, but we are assuming the increase in consumer outlay per car, that 
people will continue to want better and more cars. So we would expect 
the outlay per car to increase about 10 per cent. I think with those two 
percentages you could probably make your own guess as to what we think 
the volume is likely to be in 1965. 

Question: I would like to ask Mr. Edmunds about installment credit 
division of the American Bankers Association chart which they got out the 
latter part of last year, which is contrary to your chart regarding the 
exposure on automobiles. The chart put out by the Bankers Association 
showed that exposure ran about 16 months to 36-month contracts at 25 
per cent down. I was wondering how you arrived at your figures. I 
don’t know how the Bankers Association arrived at theirs. 

Mr. Edmunds: There would be two reasons, perhaps, why the charts 
would differ. I am not familiar with that one, but the previous charts that 
I have seen have tended to emphasize the gross time balance and not the 
net time balance. That might be one difference. If they took out un¬ 
earned interest and unearned insurance, their chart, in terms of the 
amount exposed to risk, would be the same as ours. 

The other difference might come from the calculation of the price for 
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an automobile. We have used two sources of information, which we keep 
op to date, that I do not believe are very widely used or published 
elsewhere. ' One is the extent of the price variation from the dealer- 
suggested price. In other 'words, what did this person actually pay for 
the car? Was his actual payment the suggested list price, or was it at 
the price of the dealer discount in a competitive market? 

Ordinarily I suppose that ivould make our figure somewhat lower than 
theirs, because we are tiynng to use a realistic price, and unless they 
overestimate the amount of price variation, and the amount of the dealer 
discount, and have a price that is relatively low, our price would tend to 
give a more favorable impression. 

The second factor involved here is whether or not they used an actual 
wholesale price over the period or an estimated depreciated price. This 
is the price on the used car market that you could have if you repossessed 
the car, took it out and sold it at auction. 

I am not sure that this kind of data, which is available from published 
sources, is usually computed. The chart you speak of is probably based 
upon an estimated depreciation which may be higher than this one. 
Hovrever, this is realistic in terms of actually what the customer could 
buy it at, actually the terms he would get it on, and actually what the 
finance company or dealer would get by repossessing it. We think it is 
fairly solid. 

Chairman McCracken: You would interpret that also in terms of 
the point you made at the last, the extent to which the credit is safe 
depends not only on the relationship between the amount outstanding 
and the collateral value, but in terms of the whole financial situation with 
respect to the borrower; in other words, the shifting of the emphasis from 
collateral interest to personal interest? 

Mr. Edmunds: That is right. I think the collateralized lending is on 
a sound basis. I think as to the lending on personal income, that personal 
stature rises as income rises, and this lending also is becoming more and 
more sound. 
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PANEL DISCUSSION 

APPLIANCES AND FURNITURE 
Albert Haring 

The papers that have been presented have contributed much. In 
particular they have shown how the American family has changed. 
Professor Smock examined certain of the sociological phenomena; Dr. 
Lansing added some statistical information. In the actual operation of 
credit in home furnishings and the appliance field there are one or two 
things which would appear to warrant statement. The facts suggest 
that the current family is probably a better credit risk, even with the size 
of the outstandings about which some people w'-orry, than was the case 
prewar or immediately after the war. 

Two or three things have come up that seem to be pertinent. The 
difference may be largely psychological. However, we find that in the 
younger married people a vital factor in the quality of the credit is 
insurance coverage. A large part of their net worth may be in the cash 
value of insurance policies. The employer may have group insurance. 
Likewise, many of the features of retirement pass onto the family in case 
of death. Those assets, some measurable and some semi-intangible, 
create a confidence in the young people. We should add the Blue Cross 
and Blue Shield. They protect against emergencies which thirty years 
ago largely had to be absorbed by the individual family. 

A second phase of that same thing in analyzing a credit risk is the fact 
that the young people, because of the existence of these things, do not 
have to look forward to the financial responsibility of their parents to the 
degree that existed previously. My one regret in Dr. Lansing’s presenta¬ 
tion was that there was no inclusion of the cash value of insurance policies 
and some cash value for retirement plans. I know the difficulties, but I 
believe that they, along with the current value of appliances and home 
furnishings, are vital in evaluating the debt position particularly of the 
younger family. 

Actually in home furnishings and appliances we think of the shifted 
psychological attitude in a new way: These younger families are invest¬ 
ing in durables rather than incurring debt to purchase. It is an invest¬ 
ment in the standard of living. There is a tremendous growth of the 
economy, and a higher standard of living has developed. In the granting 
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of credit we have found that, unlike some of the other businesses where 
definite rules have been laid dowm, the independent furniture store or the 
independent appliance store which can finance its paper tends to select 
a risk it believes is sound, and, to a great extent, to let the customer set 
his or her terms. With taxes and other deductions taken out of income 
there isn’t much left, but the customers commit themselves with confidence 
and thej^ liquidate their investments adequately. 

We have heard a lot about 1955. We have analyzed the figures of a 
good many furniture stores which are operating largely on this basis: 
“The risk is satisfactory, so what do you want to pay down?” Naturally 
we encourage a high down payment, so, that the customer will own the 
product as soon as possible. Down payments average approximately 14 
per cent. The collection rate runs from 12 to 14 per cent each month, 
and 13 per cent is not a bad average. I can tell you of store after store 
that let the consumer virtually set the monthly payment. The bad debt 
losses were 0.57 of one per cent. Unlike some other industries, furniture 
goes from the highest income group to the lowest. The proportion of 
accounts as of December 31 that had made no payment in 60 days was 
5.4 per cent, which we do not consider to be unsatisfactory. We would all 
like to have our accounts paid that promptly. We find that historically 
the furniture contract between 15 and 21 months will pay out on the 
average about three months longer than originally written for. There 
seems to be a tendency for that three-month differential, in that term 
bracket, to shrink a little rather than increase. 

As a result of the changes that have been outlined to you and the 
experience that has occurred in this area of installment credit, we believe 
the consumer family is doing a pretty good job, and that as the expanding 
economy requires more credit, and possibly adaptations of terms, this too 
can be handled successfully. Actually we are rather proud of our record 
of the last five years. 


SALES FINANCE 
Richard E. Meier 

I liked very much what Mr. Edmunds said this morning, everything he 
said, in fact, except his opening statement in which he accused us, who 
are operating people, of being over-optimistic in our ability to manipulate 
the borrower. After coming through 1955 as an operator I feel that we 
have been manipulated a little bit ourselves! Perhaps the present high 
inventory of new cars on hand at the mid-point in April will testify to that 
fact. Nevertheless, I am sure we will be able to help the dealers sell them. 

I would also like to quarrel a little bit about his equity charts and loss 
exposure, which is not within the experience of my own company or of the 
companies I know anything about in the American Finance Conference. 
The factor that does not reconcile his chart with the national experience 
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of the companies I know anything about, is the repossessed automobile 
disposal loss, which is about $200 per car. I would also like to say that 
at the point of repossession the contracts usually are one, two, or three 
payments delinquent, so that unpaid balances pile up while market value 
diminishes. 

I like this idea of using a ^^yankee-doodle” credit control machine, as 
suggested by Mr. Smock. I think we would like to have it take over for 
credit judgment we must presently exercise, so I hope it comes about very 
soon. 

Those are perhaps a few facetious remarks. Now let’s get to one or two 
of the implications, to a small operator, of what he has heard today. 
I am very sure that if what has been prognostigated today comes about, 
all of us, including finance companies, loan companies, and banks, are 
going to be hard put to it for the cash and the capital for the lending 
funds with which to under-pin this tremendous upsurge in our economy. 
I would remind you that for the last twelve months the money situation 
has been tight, even for those who enjoy the prime rates. We have had 
but token dips, less than normal seasonal dips in the money situation 
in the last twelve months. It seems to me that something is going to 
have to give if we are to find the capital funds with which to meet the 
greater volume of our economic activity. 

I was happy to hear Mr. Edmunds say he did not believe we would 
have any government control of consumer credit. We in our industry for 
the most part feel that same way about it. I think it would be in the 
best interest of the economy if we could escape that. I think, however, 
one of the implications in what he has said and predicted, in all segments 
of the activity, is that we as operators, including all the financial institu¬ 
tions, will have to do a better policing job than we have done, particularly 
in the last two or three years. And perhaps the recent trend toward 
legislation to cover the sales finance business at the state level will be 
accelerated and will be more nearly normal in all of our commonwealths. 

It may be that with the tremendous broadening of the middle class of 
people, even to the elimination, almost, of poverty at the one end and 
extreme wealth at the other, those institutions that serve the consumer 
credit requirements of the nation will find themselves greatly modified 
in their makeup. I say this once in a while to the people of our industry, 
but they don’t like it: We may be modifying ourselves entirely out of 
business as such. On the other hand it may also be that there will be a 
reversal in the trend that has taken place since World War II; the banks, 
in order to meet the capital requirements of our growing and accelerating 
economy, may have to divert some of the funds now used to extend their 
consumer credit portfolios to those basic requirements, looking to the 
specialized institutions to handle an increased portion of the total 
consumer requirements in this field. 

It is also apparent that the collateral security, the intrinsic market value 
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of the article pledged, with an expanding responsible middle-class, fades 
into relative insignificance as a factor for ensuring liquidation of the debt. 
I have said this,"too: That it is possible to run a finance company suc- 
cessfull}^ without taking a down payment, without prescribing rnaxinium 
length of terms, and even perhaps without taking any physical evidence of 
indebtedness. That is very extreme, but I think it is possible. I think it 
is possible because consumer credit has built into the warp and woof of 
the character of our American people a tremendous respect for their 
pledged word. In no other nation in the world have the citizens such a 
high"regard for their credit. It very much belongs as an intangible asset 
on the balance sheet of our consumers. 

MAIL ORDER 
Irwin E. Joseph 

As I was listening to these splendid papers today, I fully realized that 
I am not an economist, and I know that in this subject there are many 
important and difficult problems that need the attention of the very best 
economists that we have in this country. I think we are getting that. My 
discussion will therefore reflect a merchandising viewpoint. More particu¬ 
larly I am going to have to talk about Sears Roebuck and Company, 
because that is the company I know best, and the company with which I 
have had many years of experience in the credit department. 

The program lists my subject as mail order. Mail order is a very 
important part of our business, but I think many of you know that we 
are also in the retail business. For the benefit of those who do not know, 
we have today 707 retail stores throughout the country, 11 mail order 
plants, and 694 catalog sales offices that are offering installment credit to 
our customers. We have extended credit at Sears since 1911. We have 
a great deal of experience in it, and I shall be happy to try to answer 
any questions you might have in regard to that experience. 

To touch briefly on some of the talks, Mr. Smock spoke this morning 
of the American family. We at Sears have a great respect for the integrity 
of the American family. It is, of course, the backbone of our business. 
There is a great deal of concern today about the tremendous amount of 
debt outstanding. We can see from our records that installment sales 
have steadily increased. Just to give you a few figures, they increased 
from 4.7 per cent of our total volume in 1928 to 26.4 per cent in 1941. 
Last year, 1955, our company listed sales of $3,300,000,000. Installment 
sales amounted to 41 per cent of that volume. So you can see that credit 
is a very important part of our business. 

I think we are fortunate at Sears in that we have trained credit man¬ 
agers in every one of our retail stores, in every mail order plant, and even 
in practically all of our order offices. We do set definite policies which 
our credit managers and their respective organizations are expected to 
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follow. I believe I can say we have a great degree of uniformity in the 
enforcement of what we consider our sound credit policy. 

With the steady growth in our credit business we can say that our 
liquidation experience has steadily improved. And from my experience, 
I think it is far more important in evaluating the soundness of the amount 
outstanding nationally to give consideration to liquidation experience 
rather than to the increase in extension of credit. All of our cost figures, 
all of our experience, are based on liquidation rather than sales. The 
extension of new credit sales is, of course, necessary in order to increase 
liquidations, but I do believe that our economists should begin giving more 
consideration to the amount liquidated rather than to the amount ex¬ 
tended. Customers are paying their obligations very satisfactorily, better 
than ever before. That is not only true today, it has been true for the 
last ten years. I think it is time to start giving more consideration and a 
little credit to the consumer for the very successful manner in which he 
has managed his financial affairs and liquidated his accounts. 

Financing is important. We have been fortunate there also in that we 
have been successful in making arrangements with banks throughout this 
country who are interested in purchasing Sears installment paper. It was 
eighteen years ago that we first initiated a plan whereby banks agreed to 
purchase our installment paper, leaving the accounts with us to service 
with the customer. As far as our relationship with the customer is con¬ 
cerned, it is just the same as if we had not sold the paper to the bank. 
That has been beneficial to us in our tremendous expansion throughout 
the country. Today we have over 200 banks throughout the country who 
are buying Sears installment paper. We welcome their inspections. We are 
glad to have them come in and look over our books. We are glad to have 
their criticisms or suggestions. Our experience has been very satisfactory. 

Basically I think the secret of the success we have had in our credit 
department, has been that the thoroughly trained credit manager in each 
store has the responsibility and authority to exercise good credit judgment. 
To me there is nothing more important than the quality of the credit. 
I think a great deal of concern today is due to the fact that there is 
apprehension about the amount extended to borderline credit risks, and 
the poor credit practices in effect in some instances. You understand 
that, I believe, better than I do. I think the company that does a good, 
sound credit business, that is willing to have the courage to turn down 
business that is not sound, does not have a great deal to be concerned 
about. To me, the quality of credit seems a great deal more important 
at this time than the quantity. 

So far as we in the credit department at Sears are concerned, we must 
leave the question of the effect of tremendous increases to the economists 
to figure out. We in the credit department know from our experience 
that if we put the right kind of accounts on the books, with the right kind 
of customers, we can collect them. 
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CASH LENDING 
J. Edwin Cronander 

You all received this National Conference Consumer Credit chart from 
Mr. Jeff rev. You will note in there that as of December 31, 1955, the 
total installment credit outstanding was $27,895,000,000, of which com¬ 
mercial banks had $10,348,000,000, or 37 per cent.^ The personal loans, or 
so-called cash loans, total $5,500,000,000, of which the banks had less 
than $2S billion, or 29 per cent, while they had 77 per cent of the home 
impnivenient loans and 35 per cent of the automobile purchase loans. 
You can see that other financial institutions w'ho have 56 per cent of the 
so-called cash loans have done a much better job on cash loaning than we 
have, and they should be the ones to speak on the future of this phase of 
consumer credit. Even in our own shop we only have 5 per cent of our 
total outstanding loans in cash loans. By cash loans we mean—and they 
also mean in the figures here—loans made to consolidate debt: medical 
expense, furniture and appliances, home repairs, taxes, insurance, car 
repairs, education, clothing, and vacations. 

The few^ comments I have to make here will represent my own view¬ 
point and what I think will happen in the future. The first comment 
refers to a tremendous change in the great future we have in cash lending 
and the responsibility w’hich comes with it. The second one was 
mentioned before, available money to loan out. 

The first needs no explanation, because with more families we have 
more problems, and we will have more reasons for making loans. With 
this greater volume, our responsibilities will become proportionately 
greater. It will be up to us to control our policies on credit and maturities 
so as not to bring governmental controls, which we certainly do not want, 
and still be able to do a good job for our communities. Competition will 
also become keener, and as it does it will be necessary for us to find 
cheaper ways of operating. Possibly this will involve keeping abreast 
of the electronic developments in machines which will handle our work 
cheaper and quicker. 

The second point is this: “Will money be available to loan out in 
cash loans?” Last Friday’s Wall Street Journal (April 13, 1956) was 
referred to before. It said the cost of borrowed money is on the rise. 
Higher borrowing costs are sure to have widespread effects, and consumer 
loans may become more expensive and more difficult to obtain. 

Cash lenders’ interest rates are controlled by law, and in most cases 
we must charge the top permissible interest rates in order to show a 
reasonable profit. With the increase in the cost of money, are our banks 
and finance companies—talking now about the finance companies who 
make commercial loans—going to place these funds in cash loans, or in 
other types of consumer credit, or in commercial loans on which they will 
have a better return? 
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With the rapid growth of consumer credit, many banks, on the basis of 
their capital and other assets, feel it prudent not to increase their out¬ 
standings in this type of loan, and are able to loan only what they are 
liquidating each day on their outstandings. 

Finance companies for some time now have found it necessary to go 
to other sources outside of the banks. Should the trend continue, we cash 
lenders may find ourselves at other types of lending unless we reduce our 
operating costs, or are allowed an increase in rates. 

I don’t want to seem pessimistic because I do not think a pessimist has 
any place in this business of ours, but those are just a few of the things 
that I think ought to be brought to your attention. 

CREDIT UNIONS 
Irett Ferris 

I was somewhat concerned in coming to a meeting of this kind, since 
I had not had the privilege of attending such a meeting before. I thought 
I might not be strictly at home with everyone who is here. I was also 
concerned about your acceptance of credit unions in that they are some¬ 
times considered the foundling baby of this credit economy. I wondered 
if I might be representing the country cousins of the consumer credit 
movement. However, all of those concerns have vanished since I have 
been here among these fine and jovial people. 

We have in the credit union situation a need for definition. I have 
very seldom come before any group that has not required some knowledge 
of what a credit union is. I may be out of place with a credit union defi¬ 
nition in such a group as this, but I think I will begin there anyway, 
assuming that you should know. 

Its purposes are, first, to encourage thrift through an easy and conven¬ 
ient system for accumulating savings. That is sometimes done through a 
payroll deduction plan within the plant in which the credit union members 
operate. The second purpose is to provide a source of credit at normal 
rates of interest. This was one of the reasons for the organization of the 
credit union in the first place. Some thirty odd years ago the lending 
rates in Michigan and elsewhere throughout the United States were pretty 
much out of line as compared with those of the last few years. 

The third purpose, taken directly from Roy F, Bergengren, one of the 
founders of the credit union movement, is “to be a school wherein the 
members are educated in the management and control of their own 
money.” 

We come then to the question of what a credit union family is. We 
feel that the credit union family is a unit of operation. Membership in 
the credit union is limited to those people who have a common bond. In 
the Detroit Teachers Credit Union it is necessary that you be an educa¬ 
tional employe in the Detroit school system, receiving pay from the Board 
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of Education. Some credit unions provide that members of the immediate 
families of a credit union member may become members also. We do not 
have that provision, so our membership is extremely limited within the 
common bond of educational service. The credit union family; then, is 
the unit of operation for the practices of thrift and the cultivation of 
habits of saving. 

Again, the credit union family is the potential for credit, which provides, 
as many speakers have said, the good things of life now, and the paying 

for them later. 

Also, the credit union family is the base for the first lessons in coopera¬ 
tion and education in the management and control of money. I have 
heard several of you say that you find, in your own individual lives, that 
cooperation with your family is the first secret to financial success, as 
far as the management of your own personal finances is concerned. 

wSomething w’as said to me just before I stepped up here, which I would 
like to quote: “The credit union is the American family, joined together 
in groups with a common bond, for the purposes for which the credit 
union is founded.’^ I think you can take some stock in that quotation 
and perhaps find in it the definition of a credit union. 

Now, what are the implications for business? First, I feel that the 
credit union character loan is providing many families with a new source 
for credit and confidence in the use of such credit. I should comment 
that 99.8 per cent of these loans have been repaid in accordance with the 
terms of the contract. Some credit unions have had even better experi¬ 
ence. My own credit union has collected all but 0.1 of the $85 million 
which we have loaned out. 

Second, the credit unions’ encouragement of thrift has provided the 
nation with $2,500,000,000 of savings for loans and investments. 
Approximately 94 per cent of the credit union members have never had 
any kind of savings account prior to their membership in a credit union. 
This same 94 per cent has never had any other kind of savings account 
except their savings account in the credit union. 

That percentage, then, small as it is in the total economy, still is a 
savings which has heretofore not been encouraged among those people who 
are now members of our credit unions. By the way, about one-tenth of 
the total credit union savings is right here in Michigan. 

Third, the most common loan made by members of the Detroit Teachers 
Credit Union is for the purpose of purchasing a new home. Another very 
common loan is for home modernization and home furnishings. We do 
have the other types of loans, such as the automobile loan, which is 
common enough and probably could be gotten from other sources. Then 
there are the loans for travel and education, as has been emphasized here, 
and for the other good things of life. 

Fourth, the credit union has provided rehabilitation for fringe members 
of the economy. As the first speaker of the morning indicated, some 4 
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per cent of the people owe as much as they own, and some 11 per cent of 
the people owe more than they owm. It is with that fringe of the economy 
that credit unions have dealt very successfully within the common bond 
of their organization, and credit unions have been able to rehabilitate, and 
be the family doctor of finance for, those particular families and put them 
on a sound and solvent basis, thereby reducing the necessity for welfare 
benefits and social aid. 

Finally, I think the credit union has this one connotation for the econ¬ 
omy: The credit union practice of loaning to its own members from its 
own members’ savings will probably never upset the national economy. 
It will probably always be a stable influence. It is based upon faith 
which, quoted from Lewis L. Strauss, Chairman of the U. S. Atomic 
Energy Commission, is this: 

“All of us are here today alive because at the many junctures in 
the history of our forefathers, undismayed by the particular fears 
which, haunted their times, they took courage from faith and 
transmitted faith down through succeeding generations to us. Only 
faith is truly and invincibly strong and viable.” 

Such a faith is ours today in the Credit Union family. 

CONSUMER FINANCE 
Ernst Dauer 

It might be well for me, as the last speaker, to point out that consumer 
credit falls logically into three groups: convenience credit, taking the 
form of charge accounts covering goods and services; installment credit 
for the purchase of durable goods; and installment loans for purposes 
other than the purchase of goods and services. 

Mr. Cronander pointed out that the last group, accounting for $5.5 
billion at the present time of the total $33 billion, is a relatively small 
proportion. Consumer finance companies operating under small loan 
laws are almost exclusively in the last group; namely, that group making 
loans of the personal installment cash loan category, particularly in view 
of the limitations on the size of loans under small loan laws. Such loans 
are needed by the average American family to meet two types of financial 
problems: The need to consolidate debt arising through interruption of 
income or from other causes, and the need to make unexpected large 
outlays. Under the latter we would include those instances in which loans 
are made to get cash, to go out and buy some goods more cheaply than 
they can be financed through other sources. 

There was a time when the entire consumer credit business was limited 
to loans for purposes other than the purchase of durable goods. Those 
purposes were considered so vital in our economy that the credit union 
laws and the small loan laws were passed, beginning some 45 years ago. 
Both credit unions and consumer finance companies came into existence 
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to meet that need. On the basis of the talks that we have heard earlier 
today, I think we can reach the conclusion that there will continue to be a 
need for such services, and that they will be just as important in the 
future as they are now. It has been pointed out that our gross national 
product will continue to rise, that our American scale of living will con¬ 
tinue to rise in the years to come, that American families will acquire 
an increasing amount of durable goods and benefits from the services 
flowing from those goods. 

It was not emphasized that the more they have of such durable goods 
the easier it will be for them to postpone the purchase of additional goods. 
In other words, the higher the scale of living of a nation, the greater the 
vulnerability of the economy, the greater the potential instability in the 
economy, and the greater the potential instability in the sales of any par¬ 
ticular product, automobiles, or durable goods in general. With such 
instability w'e will have a continuation of business cycles. Some individual 
companies and some industries will find it necessary, from time to time, 
to tighten their belts, as the automobile companies are tightening their 
belts a little bit at the present time. With a curtailment of production, 
adjusting it to consumer demand, there will be interruptions in income 
through layoffs, there will also be movement to other jobs, strikes and 
illness, which will bring a continued need for personal installment cash 
loans. 

However, I think it is also possible to look in the crystal ball and see 
that demand for personal installment cash loans will not necessarily 
grow at a constant rate over this next ten-year period. Census figures 
show" that there will be practically no increase in the number of people in 
the working age groups, which use the services of our industry the most, 
in the next five years. The number of those in the age group 25 to 45, 
if you want to use that group, or between the ages of 20 and 55, will show 
no increase in the next five years. 

The increase will come in the youngsters and the oldsters, and it will 
be only after the next five years that we will have anything that would 
resemble a significant increase in the number of people in the working 
group. That will have an effect upon the demand for personal installment 
cash loans. On the other hand, the income per worker will probably 
increase more regularly throughout the next 10 years, corresponding 
roughly to the increase in output per worker. Over the next 10 years 
that would be probably in the neighborhood of 20 to 30 per cent. 

The typical personal loan equals about one month’s income. Hence 
the average size of a loan will have to move up, if the consumer finance 
companies operating under small loan laws are to continue to serve the 
same general segment of the population. As many of you know, the 
ceilings in small loan laws were written into the laws 30 and 40 years 
ago and many are still the same as they were then. Something will have 
to give if we are to continue to serve the same segment of the population. 
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One other thing that could be pointed out with respect to our industry 
is that increased income per worker will obviously mean higher salary 
expense within our industry. Possibly automation will be part of the 
answer, but I think it is still going to be necessary for trained people to 
appraise each application to determine whether or not that loan is in the 
interest of the borrower. 

Questions From the Floor 

Mr. Christian: I would like to ask Mr. Joseph a question about the 
high percentage, as it seems to me, of installment sales in the Sears 
Roebuck organization. It seems to me it is a much higher percentage 
than a general department store would have. Is that true? 

Mr. Joseph: That is definitely true. I think it is well to mention that 
Sears do not generally have charge accounts. Our credit business is 
restricted almost entirely to installment business. We have recently 
embarked upon a revolving charge plan, which you are all familiar with 
I am sure. But we do not have charge accounts. I think that is one of 
the reasons why we get a much higher proportion of the installment 
business. 

Mr. Christian: That was going to be my next question. Why would 
you have such a high percentage? Do you think it is because of carrying 
no charge accounts, and that anybody who would want to charge puts it 
on an installment basis? 

Mr. Joseph: I think that is one principal reason. I believe there are 
many people who would like a charge account who will come into Sears 
and buy on our installment account. Many of them will pay up in full 
within a reasonable period of time, so that we have a continuous turnover 
of our accounts. 

I think, too, there is another very important point in that our company 
has been very fortunate in developing some very fine durable merchandise 
or appliance items. I think that has attracted a great deal of what we 
call big ticket merchandise buying, which is generally done on the 
installment plan. 

Professor Blake: Mr. Joseph, do you consider the revolving plan 
your company is instituting now as part of the installment, or is that a 
different type of plan? 

Mr. Joseph: Today we are considering it as a short-term credit 
account. I have included the revolving charge in the percentage figure 
I gave you for the installment business. But to correct that in keeping 
with our thinking, let us say 37 per cent is installment business such as 
we have known before, and the other 4 per cent represents revolving 
charge, which is relatively new. However, we are reporting it as a short¬ 
term account today. 

Professor Blake: Is there any tendency to shift on installment? 
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Ml. Joseph: Tliere is definitely a tendency to shift from installment to 
revolvini? charge, particularly for soft-line merchandise. The period of 
time we allow is much shorter. Our maximum on revolving charge is 
six months. Consequently the principal conversion represents soft lines, 

or wearing apparel. 

Question: Dr. Daiier made reference to the Inherent instability in the 
high durable eoods economy. "W'hat is the relation of that to the use 
of consumer credit, the degree of instability? Is there any relationship? 

Dr. Dauer: The instability results from the fact that there is an 
accumulation of durable goods in the hands of those who can postpone 
purchase. That is true of consumers, and it Is true of businessmen as 
w^ell. It is a fact that the consumer has a car which he could use for 
another year or two if he wanted to, or a lot of other durable goods 
that are still serviceable, still satisfactory, and he could use them. He will 
trade them in and buy a new car or a new piece of durable goods of some 
other sort if the merchandiser persuades him that the new product is so 
much better that he should do so. However, in the absence of such 
persuasion there is no reason why we could not keep on using the durable 
goods we now have for a considerable period of time. 

It is the fact of the accumulation of the durable goods which brings 
about the instability. That is equally true in the held of business where 
firms have accumulated a large amount of plant and manufacturing 
equipment. They could postpone replacing that with new, better 
equipment. 

The fact that those things are purchased on consumer credit is inci¬ 
dental to the fact of the instability. I think it is fair to say that the 
ability to buy on credit, consumer or any other kind of credit, makes it 
possible to make a substantial purchase at one time which might otherwise 
have to be postponed. If enough people decide all at once to make pur¬ 
chases and utilize credit, you do have a degree of potential instability 
introduced by the credit, but that would be equally true if you were using 
credit for the purpose of stocks and bonds or anything else. I think we 
have to separate, in thinking about it, the degree of instability brought in 
through the use of credit and the degree of instability which results from 
a high-level economy. They are different. 

Question: Would you limit this instability implication to a replace¬ 
ment market, or do you think it might be affected by the new family 
formation, for example, seeking to build up an inventory of durable goods? 

Dn. Dauer: Definitely the new family which came into existence in 
the early ^3Os postponed the accumulation of family fixed assets, as con¬ 
trasted with the family coming into existence in the early ’50s which 
acquired those fixed assets very rapidly, as Dr, Smock pointed out. But 
there it is a case of doing without rather than the fact of an accumulation 
affecting the action. Is that what you were after? 

Question: I was wondering if you were anticipating replacement, 
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which would become a more important segment of total demand, and 
therefore that instability would creep in. 

Dr. Dauer: Of course it is entirely possible that over a period of time 
we will expand our area of the things which we want to put into the home. 
Dr. Lansing I know is acquainted with the figures which Miss Eva 
Mueller, his associate, presented at the Consumers’ Behavior meeting here 
last September. It is my recollection that her figures from the Survey 
Research Center study indicate that, with respect to what might be called 
the newer family durables, there is a strong desire to get those as soon 
as possible. That was true throughout all of the income groups, among 
the spending units. However, those who now have the newer durables 
are limited to the upper income groups for the most part. 

If we followed on that thought it would seem to indicate that ten years 
from now the average American family will be just as anxious to get a 
deep freeze and other newer types of durables as the family has been to 
get the older types of durables in recent years. 

Dr. Lansing: That is quite right. That data you referred to did 
suggest that once people have the so-called older durables, the washing 
machine and so on, they do become interested in the newer items such as 
air conditioners and deep freezes. They don’t just retire from the 
market. 

Dr. Selby: It is so rare that you have a panel of this kind representing 
family interest—the observing research man, the economist, the retailer, 
sales finance, and cash lending operator—that I would like to ask the 
panel to consider this question: Is it necessary and is it desirable that 
the use of consumer credit be increased in the next decade, or is it 
desirable that instead of letting it run a free course some artificial 
restraints be imposed on it? What is the place of consumer credit in 
this mass production, distribution, consumption system of ours? It is 
necessary that it go up, and if so, why? How much? It is desirable that 
it do so? 

Professor Haring: Some of the new items in our standard of living 
are inexpensive, such as frozen foods or improved synthetic fabrics. How¬ 
ever, a larger proportion of the new items are more like air-conditioners, 
which the ordinary family cannot buy conveniently out of one or two 
pay checks. 

There is every indication that these more expensive items will be a 
larger proportion of the additions to our standard than has been true in 
the past. For those items to move into the standard of living will require 
a greater use of credit 

In the second place, we have divided disposable income into that which 
goes for the formal necessities and that which the user has a right to 
spend as he wishes (discretionary income). If the wage rates and pro¬ 
ductivity increases develop as they have in the last decade, this discre¬ 
tionary portion will be a bigger proportion of income. When people 



74 


:\OCHIGAN BUSESTESS STUDIES 


utilize discretionary income they tend to select a great many things pre¬ 
viously impossible fc>r them: th<;se again are big-ticket items and require 

the use of credit. 

A woman has had an interest in art. She decides to take some art 
courses, take a trip to visit art galleries. Or individuals decide they want 
to do some Improvement on their homes. The individual has a tremen¬ 
dous opportunity therCj and the utilization of that part of^ the income 
seems to tend towards items which cannot be handled easily in one pack¬ 
age. What people need is more than the current pay check can stand. 

Mr. Edmunds: It seems to me this question implies taking our dis¬ 
cussion from the more or less mundane level of money to the more or less 
philosophical. The question is whether this is desirable and whether it is 
necessary. The implication is that perhaps it is undesirable and 
unnecessary. 

You have to judge this against what your aspiration for the economy 
is, or for families. I would say it is possible that we can conceive of it 
as being unnecessary, if you wish also to conceive of an economy which is 
predominantly thrift-minded, which is predominantly in all its segments— 
uniformly I mean now—dedicated to less advance in its standard of living 
than was true in the past. 

I don’t know whether this is the kind of economy we are seeking or not. 
It is not the kind of economy written up in the Employment bill of 1946. 
It is not what we usually state as our idea in talking about an advancing 
standard of living. 

It is fully possible that ail of us should spend less time making money 
and buying durable goods and more time meditating upon the eternal 
things of life. I try to do that myself once in a while, but I seldom 
snatch more than five minutes for it. I am not very deep into the 
eternities yet. 

I think that is about the only context in which we would conclude that 
this expansion is unnecessary and undesirable. Certainly you would not 
conclude that just because one feels that thrift is basically a better 
attribute than indebtedness. This is the point I tried to reach in saying 
there is a time in life for borrowing and a time in life for saving. 

When you have an economy which has young families in it, the families 
have the facility for attaining a high standard of living, which we say is 
their aspiration, only if we help them in the interim until they too become 
savers, which they ultimately will as their children become older. Then 
they provide the savings for another generation. 

It is this cycle of some people saving while others go into debt which 
seems to me to be a fact you do not label as good or bad or desirable or 
undesirable. It is a way of doing things, which I tried to indicate was 
a way of sharing the standard of living with all people, whether they are 
young or old or well off or less well off. 

Mr. E. a. Heath: This discussion is becoming particularly interesting 



IMPLICATIONS FOR BUSINESS 


75 


to me. I wonder if we could pull just two points together here. I would 
like to get the reaction of the panel to this: Certainly the American 
consuming public will not be satisfied \wth a lower standard of living. 
I think we could answer that question that way. There will be a rise in 
the standard of living. 

I thirdc all of us have assumed, and certainly the speakers, that that 
change in the standard of living will result in an increase in the number of 
durables used by various family units. I am wondering if it is possible 
that an increase in the standard of living might not result in a decided 
decrease in the number of durables purchased by family units? For 
instance, disposable clothing, food prepared in disposable containers which 
will eliminate dish washing, and so on. Our standard of living has been 
moving toward the elimination of personal effort. Could it be that that 
will result in less use of consumer credit at some future time? 

Mb. Joseph: I would like to make one brief comment there. I cannot 
answer this particular question, but it does seem to me that we might 
look at the experience over the last ten years. Perhaps there is some 
indication of what might happen in the next ten years. 

I know that trees donT grow to the sky, and perhaps some day there 
has to be a limit. I don^t know what that limit is. But if we look back 
at what has occurred over the last ten years, with the tremendous increase 
in consumer credit, what have we accomplished? People are living better 
today. Incomes are better today. More people own their homes. 

If we can expect that that might continue in the next ten years, it seems 
to me it might be a good thing. I don’t know what the top is, but it is 
certainly my opinion that we will continue to extend more and more 
credit to people, provided the disposable income and discretionary income 
Dr. Haring mentions continued to improve. 

Mr. Rolfe: This is primarily addressed to Mr. Edmunds, and generally 
to the whole panel. It seems to me one of the things lacking in discussions 
of consumer credit so often, but present in this discussion which makes 
this interesting, is some concession of social objectives. What is the 
purpose of the whole operation? Is it good or bad in terms of some 
express purpose? 

Mr. Edmunds in his talk mentioned the pending study with respect to 
controls of consumer credit. It seems to me the thing that is basically 
lacking in public discussion of control or no control is the question of 
the objectives to be obtained by control. 

Mr. Edmunds mentioned one. I don’t know if he regarded this as a 
direct objective when he talked about the rising bank credit—by which 
I take it that you mean it would be iniquitous to control one sector with¬ 
out another, but at the same time there is a problem of controlling all 
inflationary credit forces. 

However, it seems to me there must be a series of objectives which 
people wish to attain through control, which should somehow be delineated. 
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If these objectives were made explicit we would see whether they are in 
a sense good or bad by evaluating them in somewhat rational terms. 

Just to continue one moment, I believe the quest for control of consumer 
credit is actually a quest for control of the rate of the output of durable 
goods, particularly automobile goods. Therefore I turn the question 
back to ]Mr. Edmunds. 

]Mr. Edmunds: I think it is very likely that control of consumer install¬ 
ment credit would result in substantial control of the rate of automobile 
output. I don't know that I have been in the automobile business long 
enough to decide whether the government would reach a more equitable 
balance between production and consumption than the automobde man¬ 
agers do. Even if I did not have considerable faith in automobile man¬ 
agers, I have considerably more faith in consumers themselves as their 
own regulators in the economy. After all, they have shown considerable 
prudence in keeping their monthly payments relatively in line with their 
income. Probably they can decide better than either we in the automobile 
business or the government in Washington how much should be lent to 
them. 

I would like to endorse heartily the idea you put forward in the other 
part of your question, that we have never perhaps set down as succinctly 
and clearly as we might the objectives of consumer credit. I think we 
would do well perhaps to get some historians to begin thinking with us in 
this line. I am quite impressed in reading economic history that advances 
in an economy and also in a society and its culture seem to be made when 
people have some aspiration for progress; that is, when they believe they 
themselves will achieve some progress in the future. In some societies 
that progress has not been thought to be durable goods; it has been the 
absence of goods, in fact. At any rate, they have hoped for progress. 

In this economy we happen to have come to the point of view that 
durable goods, which in large measure serve us and save our time so that 
we can spend less time in getting places, indicate progress. We can travel 
more, we can get to work faster, we can spend less time in the kitchen, 
w'e can spend less time keeping a house up. These things relieve our 
time for more important pursuits, which I tried to indicate in the charts 
to the extent that I could discern them: higher education, more time and 
money spent on religious purposes, more time and money spent on travel. 
These things seem to me to be developing activities as far as individuals 
are concerned. 

I think it would be much to the point for a group of scholars and 
practitioners interested in consumer credit to identify these ideals. This 
might be the most persuasive kind of material that could be submitted 
in the forthcoming examination of consumer credit. 

Professoe Woodworth: I want to raise a question about the comments 
of the panel. They all seem to be of a long-run nature. This is a philo¬ 
sophical question. Mr. Edmunds in his graphs to 1965 showed a rather 
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smooth upward trendj without much indication of boom-and-bust 
situations that we have historically experienced. 

Then I believe there were comments along the line that even though the 
proportion of consumer debt to disposable income is 14 per cent and has 
never been higher than 11 per cent previously, that still there is nothing 
to worry about. So it seems to me the issue raised earlier, that the prob¬ 
lem before us is a matter of control, is possibly one that centers on the 
boom-and-bust problem almost more than the long-range upward trend. 
If everything moves along smoothly I don’t think we need to worry. 

If we do need controls by policing action of the lending agencies them¬ 
selves—which I would like to see, if it has to be done, rather than 
government controls—those controls largely would be pointed tow^ard 
preventing too great a boom which would later on possibly cause a reaction. 

I believe Dr. Dauer called our attention to the fact that the great 
growth of durable goods in the economy held by consumers, and also by 
business, does add an element of vulnerability to decline that must be 
faced from the standpoint of cyclical control. 

So while these liquidations are coming along nicely and the losses are 
rather minor at the present time and in hand, we cannot always look at 
these things in terms of w^hat the income is now or on the assumption that 
it is just going to move along at three per cent a year upward. We 
probably ought to think of the issue realistically in terms of whether we 
have licked the business cycle. Can we move along on this trend rather 
smoothly? How narrowly have we narrowed the tolerances of the business 
cycle? 

I would like to hear that discussed because it seems to me that is part 
of the question. 

Dr. Dauer: Obviously we have not eliminated the business cycle. Dr. 
Arthur Burns, Chairman of the President’s Council of Economic Advisors, 
is on record as having said that. But I think he also is on record as having 
said that we have certain built-in stabilizers that he thinks may minimize 
the degree of fluctuation in our economy. But whether or not it is 
desirable to minimize and to what degree is, I think, a question that has 
to be weighed against the cost of providing a greater degree of stability. 
If that takes the form of a very much increased degree of regulation 
which could slow up the rate of growth very materially, then I certainly 
wonder whether the increased stability would be worth that cost. 

In the words of the poet, there is nothing either good or bad, but 
thinking makes it so. 

Dr. Lansing: I would like to come at this from a slightly different 
angle, which involves not necessarily the credit industry. I think there 
is a broad social objective in improving the net worth position, particularly 
of some of the older people and the lower occupation groups. I am think¬ 
ing of the unskilled and service workers, for example, and the older age 
groups. 
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It ties back to the problem of the business cycle, because I suspect the 
reasrjn these people don't have a very strong financial position now is 
that they have been wiped out by periods of illness, unemployment, and 
so on. However, I think it is an objective that w^e would all agree we 
would hope to achieve as a society. 

This leads me back to an earlier part of the discussion. ^ There is one 
kind of credit I think which one might hope wrould diminish in importance 
over the next ten or tw’enty years. I have in mind the lending which 
occurs w^hen the borrower is in trouble of some kind, lending to a man 
who is in economic distress, perhaps because he has been unemployed, or 
the lending when something else overtakes his family, or he has to con¬ 
solidate his debts because he cannot meet them. This we would hope 
would diminish. 

We w^ould like to see more lending to borrowers who are in a position 
of strength. In fact, a striking thing is that we have thought almost 
exclusively of this lending to borrowrers who are in a position of strength 
and who are raising their standard of living when we have thought of the 
future of consumer credit in this panel. 

Mr. Edmunds: IMay I address myself to Professor Woodworth's ques¬ 
tion? I think he deserves more precise figures on cyclical fluctuation. 
I did not address myself to that particular problem because it seemed 
to me the assignment I had given to me was to talk about the long-term 
movement of the economy. 

I think, as you do, that the business cycle has not been broken up. I 
think that sometime between 1957 and 1959 we will see an adjustment in 
the economy w'hich will begin with business inventories and go through 
the rest of the economy, and that will have greater magnitude than 1954. 

We in the auto industry, at least in my particular division, have looked 
at our own fluctuations around a trend projected to 1965, and we feel 
they fluctuate about 15 per cent, plus or minus, whichever way the trend 
is. This gives an amplitude of automobile fluctuations in the neighbor¬ 
hood of 30 per cent. As you can see, that is probably wider than we 
have experienced—^well, not than we have experienced in recent years, 
but we do not particularly feel that the fluctuation of automobile sales 
and other durables has narrowed. 

I don't know that I could project a business cycle beginning now and 
going all the way up to 1965. I think to the extent we can give you an 
answer to your question it would be that probably there would be varia¬ 
tions in the sale of these durables in the next three years of an amplitude 
about like that we had the past years, or a little more. In 1960-1965 we 
will have a stronger trend of rising incomes and rising capital expansion 
to meet a growing population again, so there is less possibility of wide 
cyclical fluctuation at that time. 

So I come to the conclusion that if I were to try to plot variations from 
the trend which you saw me project up here—^which was, after all, nothing 
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but some average rates of growth—it would tend to show some deviation 
below the trend at some time between 1958 and 1959^ which would tend 
to pick up and go back to the trend and maybe exceed it a little in the 
mid-60s. 

Question: Earlier Professor Smock said something about the growth 
of the population being larger than we could conceive, as he anticipated it. 
That may be true, but it would seem that the generation following us 
probably could conceive it. 

There is an area we may not have heard about, or at least I dont 
recollect it here, in the over-all picture where we have projected from 
averages. Have we taken into consideration the fact that today there 
may be a large potential group of wage earners who have not yet seen 
fit to invest in credit obligations, people who still have the old-fashioned 
idea that they should pay cash? 

Have you, Mr. Edmunds, come across anything of that kind in your 
figures? Will the selling of the idea of using credit open new spending 
units up to become credit consumers? 

Mr. Edmunds: I don’t know if I can give an adequate answ^er. I think 
probably Dr. Lansing would do a better job than I could on that. My 
impression is that it is closely related to the middle-income ranges and to 
the younger families, and that the result of this is that in these groups, 
the penetration or amount of borrowing is probably not going to be 
stepped up very substantially, and the other groups do not have quite 
the need for credit. I don’t thinlc it is so much a question of credit again 
as it is the kind of borrowing. 

Mr. Thor: I have not heard this mentioned and I would like to know 
about it. What do you think of the annual wage which has been developed 
in the last year? 

Dr. Dauer: I wonder if I might just attempt to answer the preceding 
question. If you take four characteristics, the head of the family in the 
age group 18-45, with children under the age of 18 and in the income 
group between $3000-$7500, four out of five have consumer installment 
debt. So if we say that the use of consumer credit for the purchase of 
durable goods is related to the family cycle, as we already have, then the 
degree of growth within that segment of the population is distinctly 
limited. 

Chairman Eiteman: That brings us back to the question we just 
dodged, the implications of the annual wage. 

Mr. Ferris: Isn’t the annual wage an attempt to eliminate this family 
that is either insolvent at the present time and owts more than it owns, 
or the family just about even financially? In attempting to do that we are 
arriving at some of the philosophy that has been mentioned here at this 
meeting. 

I like this idea of philosophy, and I think perhaps the only answer we 
can give directly to the last question is that that is an attempt to bring 
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about the philosophy of equalization. I am glad we are not trying to be 
a group of Jesse Jameses up here on this panel, going to steal from the 
rich and give to the poor. That certainly is not the solution. I do not 
believe any further taxation of the rich to give to the poor is the solution 
to this philosophical problem of how we are going to get people out of 
debt and into the realm of buying durable goods, with the travel and 
culture and all the other things they want. 

I do think this credit conference has the right idea putting it on the 
basis of the family. If the family can afford it and they have the poten¬ 
tial for paying for it, it is pretty likely that the credit will not extend too 
far, if every family does not over-extend itself as a unit. 

I am not so much concerned with the millions of dollars of credit 
totally in force as I am with each individual family as a unit. If they 
can manage their own affairs, the national economy is not likely to get 
out of hand. 

While I am speaking I wmuld like to comment on one more thing. I 
believe Br. Lansing said part of the philosophy should be to eliminate 
this debt of loans for emergency in case of economic disaster confronting 
the family. The credit union has found somewhat of a solution to that 
problem through education. 

The education from a practical point of view takes this turn: that 
most credit unions now are willing to take the earner’s check and not 
make him a loan of a single additional dollar, but merely help him to 
manage his income in such a way that all of his debts are paid. 

The Detroit Teachers Credit Union is doing that at the present time 
with 235 of its teachers in the Detroit system, who may be excellent 
teachers but who are not good financial managers. We are paying their 
debts now on the same or perhaps a little less than the promised amount 
to Sears Roebuck, the National Bank of Detroit, to ourselves, pro rata, 
without making any charge to the individual for that service. 

I know that that t^’pe of service, where it is charged for and where it 
is abused, is distinctly frowned upon at the present time. However, if 
you will turn that job over to the credit union to which that particular 
individual belongs, the credit union will attempt, without charge, to 
perform that function for the individual, or for the family. 



MONETARY POLICY AND CONSUMER CREDIT 
Morris H. Strothman, Jr. 

Our job this morning is to talk something of monetary management, 
with the idea of trying to determine, from taking a look at it as we have 
seen it in operation, whether we may individually infer to what extent it 
may go on doing the job for us, in the future, that we expect it to do. 
I am not going to make any predictions for you. That is not my function 
and I do not feel at all capable of looking ahead for you in this field, or 
in any other for that matter. I might say, just as a caveat to start with, 
that anything I may say here this morning represents my own impressions 
and opinions. I am not speaking for any segment of the Federal Reserve 
system officially. 

Notice this word, ^^policy.^^ When we talk about any kind of policy, 
economic or whatever it is, the word sounds awesome to us. Let’s get it 
closer in focus. I think what we really mean when we are talking about 
policy today, at least for our purposes here, has to do with a set of ob¬ 
jectives or maybe one long-range objective and certain intermediate 
objectives. 

In order to find out how we may reach these, we must consider the 
means that we have for reaching them and the things that have been done 
in the past in order to reach certain objectives. So let us consider, then, 
monetary policy which is essentially the responsibility of the Federal 
Reserve. Bear in mind that when we talk about this monetary policy or 
monetary management we are discussing the ways in which and the 
conditions under w^hich the over-all supply of credit of the nation may be 
affected, that it may be increased or decreased. 

We must also bear in mind that although this is essentially a Federal 
Reserve business, there are other very important influences. For example, 
the Treasury has responsibility for management of the public debt, and 
what the Treasury may do by way of offering government securities at 
certain rates of interest and various maturities is bound to have a tremen¬ 
dous effect on the monetary market. Also, Congressional determinations 
in the fields of taxation and appropriations are very important, for what 
the Congress may do in those related fields has a great deal to do with 
whether, on balance, there is to be more money put into or taken out 
of the spending stream. 

There is a third very important influence that was alluded to in several 
of the talks yesterday, really a set of influences, that you might speak of 
as social factors. These relate to the psychological, political, and other 
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social influences that may affect the most carefully drawn formulae of^a 
purely theoretical economist. Dut despite these qualifying factors, it still 
remains the job of the Federal Reserve to do what seems to be appropriate 
to sear this supply of money and credit to the needs of the economy. So 
let us consider the implements or tools by which the Federal Reserve 
influences the suppl\' of money and credit. 

Basically there are three principal tools: (1) Reserve requirements; 
(2 1 discounts: (3) open market operations. In discussing these tools we 
should have in mind that they are somewhat dissimilar. 

The reserve requirement tool has recently been described as one that 
has the crude power of a broadaxe. The same speaker referred to the 
other two, discounts and open market operations, as being capable of the 
delicate touch of a chisel. 

The Federal Reserve power over reserve requirements is perhaps basic 
to our monetary control principles, although it is a difficult technique to 
employ to meet moderate changes in the economy. By ‘‘reserve require¬ 
ments'' we mean that by reason of the law, and the regulations of the 
Federal Reserve in pursuance of the law, each member bank must main¬ 
tain a portion of its deposits in the form of a non-interest bearing account 
at the Federal Reserve Bank. This portion is related to the bank’s 
deposit liabilities. I spoke of it as a portion of the bank’s deposits. Truly 
you might say a portion of the bank’s assets, but it is related to the bank’s 
deposit liabilities, and today for our purpose it is roughly 20 per cent 
of deposits. It is actually less than that, but the 20 per cent round figure 
may be easier to use for purposes of illustration. 

That may not seem like too much of an illustration. We might say a 
man deposits a thousand dollars in his commercial bank. That bank will 
have $800 of it free to use as it wishes and will have to put only ?200 
of it in its reserve account at the Federal. That might be true if we could 
ignore the principle that for monetary control purposes the entire banking 
system must be considered as being in effect one bank. 

Where did that thousand dollars come from that was deposited? Al¬ 
though it may have increased this particular commercial bank’s excess 
reserves it probably cleared through the Federal Bank and the bank may 
have left it right there. What did it do to the bank on which it was 
drawn? That bank lost enough reserves at the Federal to sustain $5000 
in deposits. Actually the inter-relation among banks is such that the 
results are greater than I have indicated by that statement, but nonethe¬ 
less they are quite real. 

When we talk only about the number of dollars of reserves required for 
how many dollars of deposits, we do not tell the story. The important 
point Is that deposits and loans must be spoken of in the same breath. 
When A borrows a thousand dollars from his bank he will take credit for 
that amount in the form of a bank deposit. It may be at the same bank 
or another bank; it really makes no difference. As he spends that money 
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he has borrowed, it will still remain a bank deposit, for it goes from bank 
to bank until the time comes when somebody finally uses it to pay off a 
bank loan. Then we see a reversal of the process. The bank's deposits 
of reserves is the prime medium through which these other controls 
operate. 

In short, the effect of reserves is to control the amount of loans so that 
the outstanding for each loan tends to increase deposits until it is paid off, 
and since it increases deposits it must be backed up by reserves as required 
by the Federal Reserve. As we go on to talk about the other methods of 
monetary control we should keep in mind the importance of reserves. 
They have a real and direct effect upon the volume of bank loans that may 
be outstanding. 

When we spoke of the reserve requirement approach as having the 
crude power of a broadaxe w^e were thinking of it as the control in and 
of itself. Raising or lowering reserve requirements may have a sharp 
across-the-board effect that will be undesirable in some instances. How¬ 
ever, when we talk about the other instruments, the discount mechanism 
and open market operations, we have to bear in mind that this concept 
go down and the amount of reserves that are required of the.bank go down. 

Now let us take up the discount mechanism and the manner in which 
it may be utilized as an instrument of control. You might say broadly 
that there are two ways in which discounts can affect the credit supply. 
One of these has to do with raising or lowering the discount rate, the price 
of the money lent by the Federal, in other words, the Federal Reserve’s 
rate of interest for extensions of credit to other banks. 

The other means by which the discount mechanism might be influential 
in the money and credit supply lies in whether the Federal at a given time 
may be willing or unwilling to make advances to, or to rediscount paper 
for, member banks. Any increase in the discount rate will tend to dissuade 
banks from borrowing at the Federal in order to supply the needs of their 
own customers, or else it will require a passing along of the interest in¬ 
crease to the customers. Either one of those things will result in a ten¬ 
dency to reduce borrowings by the commercial bank’s customers to the 
extent that an increase in the discount rate brings about a reduction in 
member banks’ borrowings and a consequent reduction of excess reserves. 
Those will be felt in a reduction in borrowings by bank customers. 

Actually, there is a multiplied effect on reducing borrowings by com¬ 
mercial bank customers, for as we have seen, each dollar of reserves can 
support five dollars of deposit, which is tantamount to enabling the bank 
to lend $S for each $1 of reserves. On the other hand, when discount 
rates are decreased, the maintenance of reserves through borrowed money 
becomes cheaper and therefore more desirable. Of course, in a period 
when there are substantial amounts of excess reserves in the banks, for 
example during the war and in the early postwar years, there is little or no 
borrowing by banks regardless of how cheap it is. 
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Entirely apart from the re.j^iilation of the discount rate, the price of 
borrowinpjs, the Federal Reserve through being willing or unwilling at a 
given time to extend credit may influence, by means of the discount mech¬ 
anism, the over-ai! credit supply. But it is probably a generally accepted 
view among bankers that in a time of real emergency, when there is any¬ 
thing involving forced liquidation of bank assets, the Federal Reserve 
would pursue a very libera! lending policy in discharge of its duty to take 
appropriate action to promote a sound and stable economy. 

There is a great deal of argument about the converse of that proposition. 
Mmy bankers feel that the Federal should not close the discount window 
as a means of curbing credit expansion. I personally feel sure that the 
discount window will not be closed to a member bank which wishes to 
borrow” for a truly appropriate purpose. I merely want to point out that 
there is an area there which is much debated in banking circles as to the 
use to be made of the willingness or unwillingness of the Federal to lend 
under given circumstances, entirely apart, now, of questions of the discount 
rate. 

Before leaving our discussion of the discount mechanism let me direct 
attention to an important limitation on its effectiveness. That is the 
traditional reluctance of banks to borrow. They don’t like to borrow or 
remain very long in debt. There has been some evidence that that reluc¬ 
tance is being overcome by some banks, but it still remains a very impor¬ 
tant consideration, and in times when a very strong expansionary policy 
is desired; that is, when we want to increase the credit supply, efforts to 
facilitate borrowings from the Federal by member banks to accomplish 
this have been talked about, as you know, as something in the order of 
pushing on a string. 

Let us go on to the third principal instrument by which the Federal 
Reserve affects the supply of credit, open market operations, again bearing 
in mind the basic concept of reserves. We will find a point of similarity 
between open market operations and the discount mechanism, in that both 
exert an influence on the supply of reserves and thus on supply of credit. 
We will note one important difference between them: The influence of 
the discount mechanism depends on the initiative of the banks. If they 
have no occasion to go to the discount window they are not going to be 
affected by discount rates or discount policies. However, it is not so with 
open market operations, for when the Federal on its own initiative wishes 
to expand or contract credit it may do so by buying or selling securities 
in the open market. 

Although the open market operations are today thought of as being 
almost entirely transactions in United States Government obligations, 
this is not necessarily so as a matter of theory. Dealings in any type of 
asset which is sufficiently popular as an investment medium to be really 
effective, might, in a different ecnomic setting, do the job. For example, 
we might have dealings in commercial paper or bankers’ acceptances under 
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other circumstances. But today the money markets are necessarily sen¬ 
sitive to government bond transactions, government securities transactions. 
So we will talk about open market operations of the Federal as being 
confined to such obligations. 

Briefly and roughly this is the way the device operates: Assume that 
the Federal wishes to reduce member bank reserves by, say, $50 million 
and thus reduce the available supply of credit. It sells government obliga¬ 
tions in the open market to a dealer or dealers. We say one dealer for the 
sake of simplicity. That dealer will sell them to his customers and may 
keep some on the shelf as part of his inventory, but he pays for them by 
drawing a check on a commercial bank. That check reduces that commer¬ 
cial bank’s reserves with the Federal by $50 million. It will be offset 
in the Federal statement by a like reduction of the Federal holding of 
government securities. 

The commercial bank—of course, there are usually a number of com¬ 
mercial banks involved, but we will take one for illustration—then has to 
readjust its position, and whatever it does to accomplish this will operate 
to spread that transaction among banks generally. If it draws down 
balances at its correspondent banks, the latter obviously will be reduced 
in reserves. If it refrains from making loans and lets its loan portfolio 
reduce, there will be an increased loan demand at other banks. If it sells 
securities, they will be paid for by checks which reduce the deposits of 
other banks. If it transfers these deposits to the bank selling the 
securities, the reserve balances are raised. 

Even borrowing at the Federal does not eliminate the effect of an open 
market sale of securities, for so long as the bank is indebted for borrowed 
money it is less willing to make loans or renew old ones. These illustra¬ 
tions might be multiplied, but I think that will suffice. 

There is, we must bear in mind, a definite and important relationship 
between open market operations and member bank borrowings. When the 
Federal sells government securities discounts tend to decrease, and when 
open market purchases are made, member banks reduce their borrowings. 
Thus, it may be Federal Reserve practice to make a complementary use 
of these two instruments of credit policy. 

This inter-relationship of open market operations and discounts has a 
tempering effect. Were it not that member banks could borrow or repay 
borrowings at the Federal as a temporary means of readjusting their posi¬ 
tions, the open market operations would promptly produce a rather ^arp 
result. Since reserve requirements are currently one-fifth or less of de¬ 
posits our h 3 q)othetical open market sale of $50 million in government 
securities would, assuming, (as is true today), the absence of free reserves, 
cause a deposit reduction and consequently a loan reduction in the neigh¬ 
borhood of $250 million. 

The Federal Reserve does not try to set or to maintain any particular 
level of interest rates. Its job has to do with the quantity, mfh maintain- 
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ing a supply appropriate for the needs of the economy. But there is 
neverthele.ss a tendency in the.se operations to affect rates. 'Vou might 
say it is a necessary by-product of credit control measures, and in con¬ 
nection with the open market operations of the Federal Reserve banks 
interest changes are frequently noted. 

It will be recalled that during the war and the early postwar period the 
Federal Reserve open market activities were so conducted as to maintain 
government securities at prices close to par with a relatively low pattern 
of interest rates. This policv served to meet the heavy credit needs of 
government and industry during the critical war period, and it permitted 
a tremendous expansion of our economy. However, as the transition from 
war to peace progressed, it became evident that the Federal could not 
do an effective job of adding to or absorbing bank reserves if jt was to be 
called upon to maintain government securities yields at any arbitrary levels. 

In -March of 1951 the Federal Reserve and the Treasury reached the 
famous -Accord which provided for the discontinuance of this pegged 
market in government obligations. Since the Accord, open market opera¬ 
tions have been directed toward the major objectives of Federal policy, 
to contribute to stable economic growth. Since that time we have 
experienced some rate fluctuations, but have fairly well been able to keep 

the credit supply at desirable levels. 

Changes in interest rate play an important part in our business activi¬ 
ties, as we all know. They wield a considerable influence in the judgments 
of both lenders and borrowers, and they affect capital values. 

Many of you men are engaged in extending consumer credit, and since 
I am with the Federal Reserve, both you and I will recall that not long 
ago our discussion would have dealt primarily with Regulation W. I do 
not propose to speak extensively as to that. I want to refer to Regulation 
W along with Regulation X in relation to real estate, as you recall, and 
the stock market regulations under Regulations T and U as being selective 
credit regulations, unlike the general controls we have referred to. 

They were adopted under circumstances when it was felt that it was 
impossible to affect the supply of credit in these particular areas by general 
means without affecting the economy at large adversely. In many cir¬ 
cumstances it would have produced an interest rate pattern that would 
have been out of line for other segments of the economy. 

I hope that nothing I have been saying here will give the impression 
that the Federal Reserve people lay any claim to infallibility or, for that 
matter, that any of us think the Federal Reserve or any money managers 
could come anywhere near to perfection in gearing the supply of credit to 
the nation’s needs, unless we were equipped with something in the latest 
model of crystal ball. None of us has the gift of foresight. So we must bear 
in mind that judgment as to what may be likely to occur if things are left 
unchecked will have to depend on appraisals of existing conditions and 
past events. 
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That points up a problem of a time lag. That lag may work in two 
directions. On the one hand, action may not be taken until the occasion 
for it has become manifest. On the other hand, the policy change may 
not immediately show its effects. So the task of the administrators in the 
credit policy is a difficult one. If they wait until the figures and charts 
clearly point out that action is needed it may be too late to do the most 
effective job. On the other hand, the opposite course is likewise unattrac¬ 
tive, for you can see it is dangerous to proceed purely intuitively. 

It is thus of very great importance that the monetary authorities do 
everything possible to keep currently informed of business and financial 
developments. Fortunately the means for doing this have developed to 
an amazing degree of proficiency in comparatively recent years. I refer 
not only to the work of the trained observers of the Federal Reserve Board 
and the twelve Federal Reserve banks, but also the great contribution that 
is being made by students of business and finance in industry, government, 
and our great universities and colleges. 

We perhaps have not quite reached the millenium in this field. I am 
sure we have not. We undoubtedly have a long way to go until we are 
able to assess accurately all of the psychological, social factors and other 
things that may go into a judgment as to what should be appropriate 
monetary action at the time. However, I feel that the work that has been 
done in the last few years in this area should give us great encouragement 
that we are moving in the right direction and are much better able to 
handle these things than we have been in past years. 

So far we have been talking along the lines of the techniques of credit 
control upon which policy must depend in order to bring it to its fruition. 
We have alluded somewhat briefly to limitations on central bank policies 
and to the problems of inexactness in timing. Before I close I think we 
might have a few examples of policy in action, just by way of illustration. 

One example we have already alluded to. That was that during the war 
and early postwar years when the Federal Reserve Bank was supporting 
the pegged market in governments in order to help out the Treasury in 
its debt management job. Then the Accord. And for a short time 
after the Accord, according to some observers, the Federal continued a 
sort of tapering off process to lend some support to government markets. 
But by the last half of 1951 it appeared that influencing the volume of 
credit was the sole objective of the Federal. At that time the price of 
governments dropped to a range of, say, 95 to 99. This was regarded 
as quite an important victory from the Federal Reserve view, for pre¬ 
viously a number of people had been of the belief that a withdrawal of 
Federal support of the market would result in a very disastrous decline 
in prices and very disorderly market conditions. As it turned out, the 
down-turn in governments was reasonably gentle and was readily accept¬ 
able in terms of the trend toward normality that was engendered by these 
things. 
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Before loni^, in mid-525 about a 3 ’'ear later, the situation had remarkably 
changed. The banking system had reached a point where, for the first 
time in nearly twenty years, the banks were forced to borrow money in 
order to maintain the reserves that the law required. This condition of 
tightness in the money market continued for a year, until the middle of 
1953. Looking back at that period we find it was one of rising interest 
rates, but without a significant price inflation. Nonetheless, it seems to 
have been a period of prosperity. 

Then in the middle of 1953 there was a switch in signals again. A 
change in Federal Reserve policy apparently was indicated, and the Fed¬ 
eral responded by buying in the open market and reducing reserve require¬ 
ments. During the last half of 1953, it has been said according to one 
observer, Federal Reserve policy changed five times in about as many 
months. Those changes w’ere minute. The language employed in describ¬ 
ing them has to be carefully examined in order to see the gradual differ¬ 
ences. But the important thing seems to me to be that the changes of 
policy, even though the graduations are comparatively slight, point out 
that there has to be a fluidity of central bank policy. Although the policy 
changes at times appear to evolve so slowly that you might liken them to 
the progress of a glacier, at other times you may have overnight what 
appears to be a reversal of a policy of some long standing. 

Let us consider what action was taken by the Federal open market 
committee last December in connection with the Treasury’s refunding at 
that time. That has been pointed to as a sudden and sharp departure 
from a policy of long standing. You may recall that the Treasury, in 
order to refund some §12 billion of December maturities, offered a package 
of a certificate and a note, a 2j4-year note and a 1-year certificate. Al¬ 
though the package looked good, it did not meet with as much favor as 
had been anticipated, and it seemed that maybe the offering was not going 
to be as successful as had been hoped for. 

At this stage the Federal Reserve supported the market by taking some 
§3 billion of the certificates. That occasioned a great deal of surprise and, 
in some quarters, an amount of consternation, for it seemed quite incon¬ 
sistent, contradictory to the policy the Federal had been following for 
more than four years of not supporting Treasury refunding. Also, it 
marked the first time in two years that anything other than 90-day 
Treasury bills had been added to the Federal portfolio. 

Apart from the operations of last December, Federal Reserve policy 
during the year 1955 evidenced no drastic or rapid shift. Business activity 
had started an up-swing late in 1954, appearing to have been fostered by 
the policy of activity then pursued by the Federal Reserve. 

As the economy’s dependence upon the stimulus of easy money became 
less and less, the Federal early in 19SS appeared to start to take up some 
of the slack in bank reserve positions. There developed at about the same 
time a heavier than normal demand for bank credit. The result was that 
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bankers’ positions were getting tighter. Member banks found it necessary 
to resort to borrowings at the Federal in greater amounts. 

In the late spring Federal Reserve discount rates were increased from 
to 154 per cent. The expansion forces gained momentum during the 
summer. There seemed some indication toward a growing tendency of 
inflation. The Federal allo'wed member bank reserves to shrink still 
further. 

You might bear in mind that the Federal Reserve, by taking no action 
at all in the open market operations may influence the money supply at 
a time when there is a great demand upon the banks; by failing to supply 
added reserves a tightening effect is engendered by a policy of non-action 
as an open market policy. 

Member bank borrowing has continued to grow, and in August and 
again in September the Reserve bank rates of discount were increased 
from to 2% per cent. The pressures continued and the discount rate 
was again increased in November to 2J4 per cent. When we look back 
over the year we find there was a record increase in commercial bank 
loans. They went up by 11.6 billions of dollars. It was made possible 
in large part by the liquidation of bank investments. 

It seems, however, that price inflation was held in check during the year. 
It is of course impossible to estimate how much further bank credit might 
have expanded but for the Federal’s restraining influences. However, we 
must bear in mind that shortages of steel and other strategic materials 
were developing, so that any significantly larger growth of credit during 
the year could not have been matched by an increase in output and, it 
would seem, would necessarily have resulted in price inflation. 

The pattern thus far in 1956 has not seemed very dissimilar from that 
of late 1955. Commercial banks still find the loan demand is quite heavy. 
Borrowing by member banks of the Federal has continued at high levels 
through the last quarter. 

We are getting uncomfortably close to the present in this dissertation, 
so I think I would be well advised to close now before I do what I said 
I was not going to do, attempt to guess with you as to what will happen 
next. It has been a pleasure to be with this conference. 



INSTITUTIONAL CREDIT RESTRAINTS 
PANEL DISCUSSION 
Curry B. Freeman 

I propose to discuss for just a very few minutes the voluntary credit 
restraints tliat can be imposed by commercial banking institutions them¬ 
selves and the Federal Reserve policies that influence the restraints of the 
commercial banks. 

Within our commercial banking system we have the best machinery ever 
devised to insure an adequate distribution of a nation's available credit 
resources. Holding something over 37 per cent of the ^27,700,000,000 of 
iasiallment credit outstanding on January 31; 1956 and lending substan¬ 
tial sums—probably as much as 3 billions—to sales finance and loan 
companies; the commercial banks are in position to exert a most wholesome 
influence upon the quality and amount of consumer credit. 

The practices of commercial banks engaged in the consumer credit 
business mil vary from institution to institution and from area to area. 
For all practical purposes it is nearly impossible for banks, as well as sales 
finance companies; to agree on and abide by acceptable standards of sound¬ 
ness. Generally speaking; however, when it becomes necessary to limit 
or reduce consumer paper, banks will begin by up-grading credit risks 
through shortening terms and increasing down-payment requirements. By 
this seemingly simple but not-so-easy procedure, the less desirable risks 
are either siphoned off to other sources or never negotiated, the poorer 
dealers eliminated, and sources of paper reduced. The mere expediency 
of increasing interest rates and service charges is not in itself effective in 
controlling consumer debt. 

The loaning activities of commercial banks are responsive to the policies 
of the Centra! bank but such responsiveness is of necessity one of gradual 
progression. Every good bank wants to accomodate its customers, seeks 
to develop new business and to earn a satisfactory return on the investment 
of its shareholders. To maintain its competitive position it goes all-out 
to take care of every piece of desirable business. 

The National Banking authorities now generally regard a 6 to 1 ratio 
of risk assets to capital funds as a desirable maximum. This ratio sup¬ 
planted the old deposit ratio of $10.00 of deposits for each $1.00 of 
capital funds basically as a result of the large investment by National 
banks, particularly during the war years, in government securities plus 
government deposits. Operation of this 6 to 1 ratio acts as an automatic 
brake on the lending activities of national banks. Those with ratios of 
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risk assets higher than this recognized standard are subject to criticism 
and will take steps to provide additional capital, and if such is not avail- 
ablCj to control or reduce such assets. The present day significance of this 
ratio is vividly pointed up in June 30, 1955 figures of national banks 
indicating a proportion of risk assets to capital funds of 6.2. In view of 
the increase in loans occurring subsequent to June 30, 1955 this ratio must 
now be higher and increased pressure by National Banking authorities to 
obtain corrective action may be expected. 

When reserve supplies are decreasing, as they have been for several 
years, it is necessary that banks constantly review loan policies and make 
frequent decisions affecting the area of lending activity w^here pressure is 
to be applied and the extent of such pressure. This involves the relation¬ 
ship between total loans and installment loans and installment loans and 
other classes of loans. There is no acknowledged standard with respect 
to such relationships, banks operating individually in accordance with local 
conditions and management policies. It is probable that as a group 
commercial banks operating in the consumer credit field would regard 
20 per cent as a reasonable ratio of installment loans to total loans. The 
results of a survey recently released by the American Bankers Association 
indicated that the installment credit of reporting banks, on the average, 
amounted to 22.2 per cent of gross loans. 

The aim of the Central bank has been to restrict the supply of reserve 
funds available to banks, to slow down credit expansion. In 1955 the 
rediscount rate was raised four times and during the year there w^as a 
continuing decrease, evident since 1952, in the liquidity of member banks. 
Notwithstanding these events loans mounted rapidly during 1955 with 
installment debt held by commercial banks rising $1,664,000,000. 

The need for continuation of the present Reserve system policies shows 
no sign of abating. There is simply not enough productive capacity nor 
materials nor credit to continue through 1956 the 1955 rate of loan 
expansion. It is of some concern, then, that commercial banks pursue 
time-proven credit policies, and that they themselves first cease trafficking 
in sub-standard deals and see to it that their finance company customers 
do likewise. 

During the past few years there has developed a radically different 
concept of consumer credit soundness. The real basis for concern at the 
present time, as was pointed out yesterday afternoon, is the quality of the 
consumer paper being generated, not the amount. For a long time we 
insisted that the buyer start off with and maintain an equity in articles 
purchased on a time payment basis, in addition to satisfying ourselves as 
to his credit-worthiness and ability to service all of his debts. We now 
see terms of 36 months and longer on automobiles with fancy trade-ins 
and allowances. In many of these deals it is doubtful if there will ever 
be any equity in the collateral to protect the purchaser of such paper. 
Equities in automobiles have historically been used by owners as full or 
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partial down-payments on their next car. If the present long terms and 
low down payments are continued and expanded, there will be no equities 
to use and the market for new' cars will be adversely affected for some 
time. Lenders should remember that the poorest installment paper is 
always put on the books in times of greatest prosperity. 

Another factor placing great strain on our credit machinery and increas¬ 
ing the job of the banking system is that of burdensome and confiscatory 
taxation. Accelerated tax payments make it necessary for many custom¬ 
ers, large and small, to borrow to meet such payments, and in the process 
they use accumulated funds, thus reducing deposit balances. High taxes 
have developed an atmosphere in which it is good business to create as 
large a debt as possible, and many businesses and individuals operate in 
this atmosphere. Additional strain has been placed on the credit structure 
of our commercial banking system through purchase by bank customers 
of government securities the banks sold to raise funds to meet loan 
demands. This has produced the phenomenon of loans expanding and 
deposits falling simultaneously, whereas normally a rising loan volume 
results in a build up of deposit balances. 

Those engaged in consumer credit operations are urged not to be parties 
to unorthodox practices and blitz merchandising tactics. The task of 
supplying the credit needs for a rapidly expanding economy is a compli¬ 
cated and far-reaching one. All lending agencies working together with 
and supporting the Federal Reserve system can continue to take care of 
all worthwhile credit requirements without controls and in the good old 
American way. 

Ray Dawson 

I have been making this study with the cooperation of the American 
Finance Conference and the National Consumer Finance Association to 
determine the effects during the period from 1949 to 1954, of the monetary 
policy upon the source, amount and cost of funds used by the sales 
finance and small loan companies. 

This particular study arose partially at the suggestion of Ernst Dauer 
of Household Finance. The question was asked: '^What effect upon the 
supply side of credit does monetary policy have?^^ I submitted to 100 
firms in the sales finance and small loan company industries a long and 
very detailed questionaire. The response was much better than I had 
expected. Fifty-one companies, out of the 100 which I questioned, replied. 
This resulted in a coverage of approximately 75 to 80 per cent of the total 
consumer credit granted by sales finance and small loan companies. The 
study is weak on the side of the small companies, primarily because they 
did not have the manpower nor the information to compile the information 
in the questionnaire. It was quite long, and I apologize for that. How¬ 
ever, I felt I needed it. I hope the study is of sufficient value to the 
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members of the industry that feel it was worthwhile. I want to take 
this opportunity to express my appreciation to them for their cooperation. 

The impact of central bank policies on lending institutions is felt by 
the sales finance and small loan company through the amountj the sourcCj 
and the cost of funds which they lend to consumers. The effect of central 
bank policies on the amount of funds of the sales finance and small loan 
companies would be very difficult to determine, because in measuring the 
effect of any restrictive policy the thing that is important is what might 
have happened if there had been no restrictive policies. Although we keep 
many records of what has happened, we keep no records or very few 
records of what did not happen or what might have happened. So the 
only way to estimate the impact of central bank policy on the amount of 
funds committed to consumer credit by the sales finance and small loan 
industry is to try logically to deduce from their actions whether they were 
following courses that tended to decrease the number of consumers who 
would be eligible or who would want to borrow funds. 

The actions of the lending institutions, although not completely deter¬ 
mined by monetary policy, are to some degree influenced by monetary 
policy. One of the actions which I found was taken by about one-third 
of the 28 sales finance companies included in my sample, was that to some 
degree they raised their rates charged to the consumers during this period 
of tightening monetary policy. This may have been an increase in the 
rates on new cars retail, it may have been an increase in the rates on used 
cars retail, or it may have involved an increase on the wholesale plan 
to dealers. 

In most cases it involved the wholesale plan to dealers, because the rate 
charged the dealers on the wholesale plan was very close to the rate at 
which the finance companies borrowed their funds. But in some cases 
they did raise their retail rates and they did raise on both new cars and 
used cars. Of the 23 small loan companies included in this study only 
one company raised its rates. Most of the other companies, when asked 
this question, indicated that they were already charging the maximum 
legal rate in the state in which they were operating, so they did not have 
the alternative of offsetting the tightening monetary situation by changing 
the rates. Other actions some of the companies, both sales finance and 
small loan, took to decrease the number of people using consumer credit, 
were to tighten down-payment requirements, change the maximum terms 
of the loan, and in many cases change the test of credit worthiness. This 
is the only thing which we can say about the actual effect of the restrictive 
monetary policy upon the total amount of consumer credit, again because 
we cannot in any way, shape or form measure what might have happened 
if we had not had restrictive monetary policy. 

The second phase of the impact of central bank policy on sales finance 
and small loan companies, namely the source of funds used, cannot be 
disassociated from the cost of the funds, but for the purpose of emphasis 
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it will be treated separately. The most pronounced shift in source of 
funds for these companies was from short-term funds to long-term funds. 
The shift for the largest sales finance companies was not primarily caused 
by monetary polic^a but by the institutional framework of our banking 
system. With the growth of the companies, the banking system could no 
longer provide the amount of short-term funds that the largest companies 
needed to transact their business. This is the result of the National 
Banking Act which requires that a national bank may not loan more than 
10 per cent of its capital base to any one company. This effectively 
limited the amuimt of funds which the larger sales finance companies could 
obtain from commercial banks during 1953 to approximately v$500 or $550 
million. As these companies had assets somewhere between $1,500,000,000 
and $2,500,000,000 at that time, it effectively provided a top limitation 
upon the amount of funds which they obtained from this source. 

It was in the areas of the medium-sized sales finance and the large 
and medium-sized small loan companies that the shift to long-term funds 
from the traditional short-term funds was influenced by the central bank 
policies. In this case some statistics might help. In the period from 
December 1, 1949 to June 30, 1951, and the second period of June 30, 
1951 to June 30, 1953 there was the same approximate amount of growth 
in consumer credit by the various sized sales finance and small loan 
companies which I included in my sample. To notice the effect of this 
change from short-term to long-term funds on the increased assets from 
1948 to June of 1951 of the largest sales finance companies it should be 
noted that 29 per cent of their increased assets were obtained by increasing 
their long-term debt. In the following period under more restrictive 
monetary policy, or what I like to call effective or partially effective 
restrictive monetary policy after the Accord, the long-term funds ac¬ 
counted for 45 per cent of the total asset growth. In slightly smaller 
sized companies of the sales finance field, in the period 1948 to 1951, 9 
per cent of the additional assets were obtained by the increase of long-term 
debt. In the period 1951 to 1953, 17 per cent were obtained by long-term 
debt, a significant change for that source of assets. In the larger small 
loan companies during the period 1948 to 1951, 41 per cent of the total 
increase in assets was obtained by long-term debt. In the period 1951 
to 1953, 52 per cent of the increased funds came from long-term debt. 
The companies with under $10 million in assets correspondingly increased 
the proportion of their increased funds obtained from long-term debt. 

The essential reasons for this shift as the result of monetary policy 
were: (1) The desire to remove the uncertainty for a certain portion of 
their funds; (2) a desire to stabilize at least a portion of their interest 
costs, again the result of uncertainty about the future; (3) the long-term 
funds were about as cheap as the short-term funds, with less uncertainty. 

This change probably came about, though there is no way of knowing 
for sure, because of the way in which the Federal Reserve restricted the 
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monetary situation. There is some question about this—and we analyze 
monetary situations in terms of long and short-term funds—that there is 
a continual growth possibility because of savings in the long-term sources 
of funds. This means that the increasing supply of long-term funds and 
the increasing demand did not cause the interest rates to rise as much 
in long-term funds as in short-term funds. In essence, the supply is deter¬ 
mined by the monetary policy in the way in which the Federal Reserve 
implemented its policy in 1952-53. So we saw this case of the long-term 
funds becoming, in the eyes of the borrowers (the sales finance and small 
loan companies) relatively cheaper as a source of funds. 

There were no essential shifts in the source of funds of the smaller 
companies, because of the lack of alternate sources of funds. A few of 
the small companies tried for long-term money from private placement 
sources, but they were told that the amount they wished to borrow was 
too small. With the situation in which the large companies and the 
medium-sized companies were willing to borrow quite a few million 
dollars, the people who had funds in the private placement sources were 
not interested in placing small amounts. There were also some shifts in 
the sources of short-term funds, caused by central bank policies. As the 
rates on bank loans rose, the large sales finance companies began to use 
commercial paper as a large source of short-term funds. This again was 
partially the institutional factor of limitation on bank lines of credit, and 
partially because it was a cheaper source of funds. As a demand for 
commercial paper funds by the large sales finance companies increased, 
the medium-sized sales finance and the medium-sized small loan companies 
were able to obtain only a relatively smaller portion of their increased 
assets from this source. 

We therefore saw that of the total short-term notes payable of the 
largest sales finance companies, their commercial paper accounted for 33 
per cent on December 31, 1950, and accounted for 54 per cent on June 
30, 1953. The next size sales finance companies had 11 per cent of their 
short-term notes payable in the form of commercial paper at the end of 
1950, and only 9J^ per cent on June 30, 1953. The next smaller group 
of sales finance companies had 12 per cent of their short-term funds from 
commercial paper sources at the end of 1950 and dropped to 5 per cent 
June 30, 1953, a decrease in the relative availability of short-term funds 
to the smaller companies. The small loan companies experienced 
approximately the same conditions. 

Another phase of the impact of central bank policy was the increased 
percentage of utilization of bank lines of credit as the money market tight¬ 
ness became more intense, and then the slackening in per cent of the 
utilization as the money market eased and the companies were again able 
to increase bank lines of credit. This can be shown by the analysis of 
the figures and per cent of utilization of bank lines of credit between June 
30, 1952 and June 30, 1953 and June 30, 1954. In all cases there was a 



96 


MICHIGAN BUSLNESS STUDIES 


rise in the degree of utilization between 1952 and 1953, and a fall in the 
degree of utilization of bank lines of credit between 1953^and 1954. 

Still another phase of the impact of central bank policy on the sales 
finance and small loan companies’ sources of funds was the availability 
of funds from various sources. In this I asked certain questions of the 
companies. One question related to bank lines of credit: Were there 
any times between 1950 and 1953 when your existing line banks requested 
that you did not use your lines of credit for a period of time?” 

There were 15 of the 51 companies who indicated that in isolated 
cases, as a result of the restrictive policy of the Federal Reserve and its 
pressure upon bank position, they were asked by their existing line banks 
not to use their line of credit for a period of time. This may or may not 
have been significant in any large sense, but again, it was the beginning 
of a pressure upon sales finance and small loan companies. There were 
two cases in which the existing line banks requested that the companies 
should not use more than a certain percentage of their available line of 
credit. There were seven cases in which the banks asked the companies 
to reduce their lines of credit. There were nine cases of companies who 
said they were asked by some bank actually to cancel their lines of credit. 
The reasons given in this case were the regional credit demands, and some 
sales finance companies from another region of the country were asked 
to cancel their lines of credit because they did no business in the particular 
region. Some were cases of being over-loaned. Some of them were just 
cancelling the newer credit lines and taking care of their long-term cus¬ 
tomers. Most of the requests for non-use or decreased percentage of use 
resulted in the cancellation of the lines by the company. 

In long-term funds, to attempt to determine the availability from 
various sources of additional funds if the companies had desired them, 
I asked the question: “Do you believe that additional funds would have 
been available from certain sources?” 

Of the 51 companies, 15 said they did not believe they would have been 
able to borrow additional funds on an unsecured basis from insurance 
companies or private placements. These were largely the smaller and 
medium-sized companies. Eighteen said they would not have been able to 
borrow additional funds on a subordinated basis. Eighteen said they did 
not believe additional funds were available on a junior subordinated basis. 
From other non-bank sources, pension funds, etc., there were ten com¬ 
panies who did not believe they could have obtained additional funds 
during this period of time on an unsecured basis, 13 on a subordinated 
basis, and 12 on a junior subordinated basis. This is an indication that 
there was some unavailability of funds. In some cases it was a question 
of the companies just not having a sufficient-size capital base for addi¬ 
tional borrowing. Another reason was the size of the company, as I indi¬ 
cated previously on the smaller companies. A few indicated they thought 
additional funds should have been available to them, but they were not 
available within the alternatives these companies had. 
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The third impact of the central bank policies was on the cost of funds 
which the companies used. The average cost of borrowed funds for 
the sales finance companies, all 28, rose from 2.27 in 1949 to 3.15 in 1953. 
The small loan companies’ average cost of borrowed funds rose from 2.72 
in 1949 to 3.51 per cent in 1953. These averages are somewhat mislead¬ 
ing, so let us look at the cost of new funds which they obtained. The 
bank rates in this period, from the early part of 1949 until 1953, rose 
about one and one-fourth per cent. The commercial paper rates rose 
about one per cent. The long-term fund rate rose about one per cent. 
The result of these increased rates of interest on borrowed funds was that 
the marginal companies had reached the point where it was no longer 
profitable to borrow additional funds, and the other companies were 
earning a slightly smaller rate of profit for their common stockholders. 

There are very strong indications from my study that the consumer 
credit section of the economy, as represented by the sales finance and 
small loan companies, did and would in the future react in the same 
manner as other borrowers to the discipline of the money market, and 
that there should be very little case made for treating them as a different 
segment of the economy. 

Sidney Rolfe 

Mr. Dawson very rightly noted, I think, that the main effects of 
changing interest rates and Federal Reserve policy on the sales finance 
companies are three. First, these companies attempt to reduce costs in 
view of rising interest rates, and they do so primarily by reducing their 
potential loss—that is, by limiting the risk paper which they take, which 
is actually a cost-reducing device. Increasing income is of course another 
adjustment to interest rate rises, and this usually takes the form of altering 
the wholesale rate to the dealers. Depending on the amount and expected 
duration of changing interest rates, other income raising techniques may 
be used. Higher consumer rates are in the category of a last resort. 
Between 1940 and 1955 there was only one general, across-the-board in¬ 
crease in customer rates, in 1955, in response to what looks like a long¬ 
term upward shift in the structure of borrowing rates. He also noted, and 
I think it is very important, the shift to long-term funds in the “source 
portfolio” of the sales finance companies. The shift to long-term funds 
not only represents changing interest relationships, I think, but also a 
change in the expectations of the sales finance companies for the future. 

While the business cycle has certainly not yet been repeated, it seems 
quite certain that future economic activity will take place on a higher base 
than prevailed even in the late 1940’s—^the result of our larger population, 
means a more or less permanently larger base of funds, available for long 
periods of time. Many of these long-term debenture issues are callable, 
car stock, suburbanization, income structure, and other factors. This 
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which is a way of keeping one's powder dry in case presently unforeseen 

dangers appear. 

^ir. Dawson’s third point is that in the structure of short-term funds 
there would continue to be some shift away from the use of bank funds 
to the commercial paper market. This would result from the factors Mr. 
Dawson raised—namely, the relation of commercial paper to Treasury 
bill interest rates, w’hich makes commercial paper borrowing cheaper than 
bank borrowing; and the institutional restraints on the banking system, 
chiefly the 10 per cent lending limits established by the National Bank 
Act, which mean the banking system cannot easily provide the incremental 
short-term funds necessary to the sales finance companies. It is obvious 
that these are important factors, and that they have been causal in the 
growth of the commercial paper market to date. There are, however, some 
other economic factors to be considered in this matter. 

Mr. Francis Pawley wrote an article entitled, ''Directly Placed Com¬ 
mercial Paper,” in the December 1954 Federal Reserve Bulletin. In that 
article he describes the market for directly placed comrnercial paper. 
(I will not describe it now since anyone who wants to read it can do so.) 
But I w^ould like to point out that this market passed something of a 
milestone last month, in that there is now ?2 billion outstanding in the 
directly placed commercial paper market. This is a market which is run 
essentially by five sales finance companies: GM Acceptance, CIT, Com¬ 
mercial Credit, Associates Investment, and the General Electric Credit 
Corporation. 

As Professor Woodworth pointed out, this is a source of real savings 
It is not monetized debt, but real savings, in the form mainly of corporate 
short-term liquid assets, tapped for the purpose of sales financing. Most 
of the $2-billion-odd which goes into this market is raised from corpora¬ 
tions which have short-term funds by virtue of their very large retained 
earning positions. Because this is real savings, I think the sales finance 
companies feel that the net impact on the economy of this use of funds 
is somewhat less inflationary than would be a similar draw-down of bank 
funds, which would be an addition to the money supply. 

The extent of the use of commercial paper as short-term financing is 
indicated in Mr. Pawley’s article for the period from 1948 to 19S3. In 
that period he indicates that approximately 73 per cent of new short-term 
borrowings came from this source, and the shorter period, 1950-53, the 
figure was 95 per cent. He notes incidentally, that for 295 large banks, 
controlling SO per cent of U. S. deposits, a further expansion of borrowing 
lines to the five major finance companies would have been virtually 
impossible, owing to the National Banking Act statutory limit noted 
earlier. 

One of the confusing things about this to students of the money market 
is that there are in fact two commercial paper markets. The name is 
used somewhat loosely in monetary parlance. There is a second com- 
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merdal paper market, which is also very heavily represented by sales 
finance companies, which moves through brokers, as opposed to the di¬ 
rectly-placed commercial paper market. Although older, and once the 
larger of the two, outstandings in the broker market now run only about 
25 per cent as large as in the directly-placed market. In the Federal 
Reserve System^s reports the second, or broker market, is designated the 
“prime commercial paper” market. Normally, the interest rate paid by 
the borrower in the directly-placed market is just under that in the 
“prime” commercial paper market, indicating somewhat highly qualitative 
judgment for directly placed paper by lenders. 

Mr. Dawson has very competently, I think, described the impact of 
changing interest rates on the money side of sales finance companies. 
There is obviously another important facet of the future faced by sales 
finance companies. This is in the whole area of competition and in the 
market which sales finance companies face. 

In the prewar period a number of articles were written about the 
economic theory of the markets for sales finance companies. One of the 
best was written by Mr, Yntema, now Financial Vice-President of Ford, 
who was then a professor at the University of Chicago. In the article 
he pointed out that this is essentially a market characterized by what he 
called monopolistic competition, in which there were a few sellers and in 
which price was not competitive. However, I believe now the situation 
is substantially changed. It is hard to describe this market as anything 
but pretty close to a real competitive market. In terms of numbers, 
institutions providing installment credit include about 2500 sales finance 
companies, and over 8000 banks. This is actually a very large number of 
local markets, in which prices and rates charged may differ depending on 
a number of factors, including the degree of competition. You are ob¬ 
viously not dealing with a product transportable across large areas; it is 
a service which is locally delivered. Therefore, although there are local 
variations, it is hard in general to say this is not an intensely competitive 
market. 

The intensity of the competition is indicated by the price charged for 
credit, which had not changed until a few months ago from approximately 
the levels which were charged in 1939-40. That means that in the whole 
postwar period, despite a tripling in the cost of operation, despite general 
rising costs and the inflation with which we are all familiar, the cost of 
credit to the consumer was not raised across the board except in scattered 
instances, on a local basis. 

It is a defensible generalization that the cost to the consumer was not 
raised between 1940 and 1955. In 1955 the whole interest structure had 
shifted up, so that, led by certain large banks in New York and the large 
finance companies, the rate to the consumer changed. However, this was 
about the first time in 15 years, despite the rising costs. If competition 
makes for low and fairly uniform cost as among companies, then competi- 
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lion h:is had this effect not by overtly lowering the price of credit, but by 
lioldifi'i it steady while prices and the whole index of economic activity 
rose. S'' In effect there has been a decline in the real price of credit to the 
cf-nsupier-. The significance for the future is obvious. Adjustments to 
interest changes will be more difficult to make via raising consumer 
chare:?-. 

The last point I would like to make is the outlook for the period ahead. 
This is where I would like to stimulate some discussion. In 1955, as 
everybody knows, the volume of consumer credit reflecting high auto sales 
was enormous. The net result was that, with respect to automobile credit 
(again citing figures roughly), the outstandings of credit went up about 
$4 billion, which was about 40 per cent on the base of outstandings. At 
the end of 1954 outstandings were $10.5 billion, and $14.5 billion at end- 
1955. It is of course this tremendous rise in consumer credit outstandings 
which has touched off all the great to-do about consumer credit, and 
perhaps the request for the study of controls as well. 

How does 1956 look with respect to this outstandings picture? I think 
a number of calculations have been made now which might run something 
like this: If one projects the extension and repayments of automobile 
debt in 1956, and if auto sales are 6.7 or 6.8 million units, the total amount 
of outstandings reported by the F.R.B. will not rise more than a billion 
or at the outside a billion and a half. In other words, with a 6.7 million 
sales rate an increase in outstandings of about 10 per cent would take 
place, compared to over 40 per cent last year. If car sales drop to 6 
million units, however, there is no addition to outstandings, and below this 
level net repayments will transpire. 

It is interesting that, as far as the money market is concerned, there 
will probably not be a significant decline in outstandings; that is, net 
repayment by the sales finance companies to the banking system or to the 
commercial paper system, unless automobile sales go below 6 million sales. 

As far as the wholesale sector is concerned, there are likely to be net 
repayments by sales finance companies to the money market as the year 
proceeds. It is simply unlikely that inventories will exceed present levels 
in 1956, even with the new-model introductions in the fall. It is likely 
there will be net reductions of inventories, hence of sales finance borrow¬ 
ings to float those inventories in dealers’ hands. While wholesale borrow¬ 
ings do not appear in the F.R.B. statistics on consumer credit, they have 
a significant effect on the money market. 

Taken together, with little or no net addition to retail outstandings, 
and net repayments of wholesale outstandings, the industry will on the 
whole be a supplier and not a user of funds in 1956. 

What about rates of borrowing in the money market? I would like to 
throw out a contention, which some of you can question. It now appears 
that there are really two determinants working in the money market. The 
long-term market is being determined very largely by the capital expend!- 
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tures situation. The short-term market is being determined (not solely 
but this is the factor which alters the balance) by the inventory situation. 
There is an interesting divergence at present. 

As everyone knows, bond prices hit their low point for the year to date 
on April 3, 1956. Thus, yields on bonds hit their high point on that day 
as did the long-term money market. Why did it do so? It did so pri¬ 
marily, I believe, because of the cumulative effect of the announcement 
by the Department of Commerce and the SEC of the survey of capital 
expenditures. 

Nobody had anticipated capital expenditures of $35 billion, 22 per 
cent above 1955. When the calculations began to come in it became 
apparent that the corporations which were doing the capital expansion 
could provide all but $5 billion of their capital expansion program from 
internal funds, from retained earnings and depreciation allowances. How¬ 
ever, $5 billion of long-term funds is a significant strain on the market, 
and it is enough of a strain to have had this effect, which "was really a 
very large move in the bond market. 

It is interesting to compare this period with another period somew^hat 
similar; namely, 1953 when again you had a low point in bond prices, 
and see how it plays on the outlook for interest rates. If one measures 
by using the return on AAA Moody corporate bonds, the high yield day 
was April 3. The actual yield was 3.15 per cent. At the height of the 
bond panic, which was June 1953, the yield for the same bonds w^as 3.4 
per cent. This is a difference of a quarter per cent, and means that if the 
conditions of 1953 were to be recapitulated, bond yields would move 
up another quarter of a per cent, and bond prices down another 2 to 3 
points. 

Are they likely to be recapitulated? I would say not, because although 
there was in 1953 a very similar set of conditions to that which exists 
today, an excess of capital expenditures needs of about $5 billion over 
available supply of funds, the real panic market of June 1953 was precipi¬ 
tated by the appearance of a badly timed long-term government bond. It 
is unlikely the Federal Reserve and Treasury officials would make that 
mistake again. Consequently, one may conclude that this yield point, 3.15 
yield on long-term current bond prices, is something of a ceiling, for the 
present, from which yields will decline and bond prices rise. 

That does not necessarily say, however, that in the fourth quarter when 
we can all expect a substantial pickup in the volume of business, we might 
not go through this business again, with the rising interest rate and the 
falling bond prices. However, unless the fourth quarter pickup assumes 
violent proportions, long races may well stay steady, with only the short 
sector changing. 

Questions From the Floor 

Question: I would like to ask a question of the panel members. Mr. 
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Strothman mentioned a rise in the Federal discount rate of, say, a half 
per cent. If the banks seek to recoup the increased costs by raising the 
customer rates, they would have to raise the rates to customers by only 
one-fifth of that amount, would they not, because of this expansion? 

Mr. Strothman: I don^t know that I could undertake to answer that 
question with any precision. I think, as you all know, a great many 
factors will enter into the rate structure of a commercial bank. I believe 
all we can do is to point out that the discount rate is one thing that will 
have an effect upon it. As far as the passing on of the rate, whether it 
is a fifth of that amount or the entire amount, you will find at times, I 
believe, that the variance will be very small, and at other times 
disproportionately large. 

Question: I would like to address a question to Mr. Rolfe. You 
mentioned that the cost of credit to the car buyer had not gone up. In 
the sense of rates it has not, but the price of a car has gone up from 
$1000 to $2000, roughly, in the period you discussed. Customers have 
to borrow twice as much, which does increase the interest costs. Further¬ 
more, if the rate had gone up as well as the amount borrowed, then the 
carrying charge would have gone up more than the price rise, is that 
correct? So to the consumer the cost has gone up. 

Mr. Rolfe: I didn't say the cost, I said the rate. 

Question: But I think you did refer to that as the cost of credit to the 
consumer. 

Chairman Woodworth: I wanted to raise one question which I think 
is very fundamental, the question of whether consumer credit standards 
can be enforced by the lenders themselves. Several of the speakers in our 
various sessions have pointed to the fact that, at least on the fringes, the 
consumer credit is now being extended in a rather unsound manner. I 
think it has been pointed out that the average maturity of automobile* 
paper has been lengthened from perhaps 24 months a couple of years ago 
to something like 29 months, and quite a number of dealers are now giving 
36 to 40-month maturities. Down payment on a cash basis is about IS 
per cent. This leads to buyers' equities in some cases probably less than 
wholesale prices. 

That raises the question, do dealers need protection against themselves, 
and do consumers need protection under those conditions? The ideal 
method, it would seem, is for the industry to set standards of its own, but 
it certainly does raise a question at a time when risks are greatest, during 
a period of prosperity, that standards be set and not be deducted from too 
seriously. So I would like to raise the question, possibly with Mr. Rolfe, 
and I would also like to get Mr. Freeman's reaction. I am afraid we don't 
have time to expand on it, but would you care to comment to what extent 
you feel the industry can set its own standards and see that they are ad¬ 
hered to rather carefully? 

Mr. Freeman: As I stated before, it has never been possible for com- 
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mercial banks or sales finance companies to agree on acceptable standards 
of soundness. However, I certainly do not believe we need any govern¬ 
ment agency to tell us how to set up some sort of standards. I believe the 
good old American free competitive enterprise system will take care of it. 
And if we are in the business, we let the other fellow take all the bum 
paper he wants, we don’t care. We take what we consider to be good paper 
and he can have the rest of it. Eventually he will get his belly full of it. 
So we think it will take care of itself. 

Mr. Rolfe: There isn’t much to be said now. But just in defense of 
CIT, I would like to say that some of our paper is good, or in other words, 
some of our best friends are our customers. 

Seriously, I believe this: If you examine the period just past, you will 
see that in this rather insane hurly-burly there is a fine thread of logic that 
runs through it. The discovery of that logic is something I would like to 
know more about. What I am really saying is this: Terms began to slip, 
if you want to use that word, at the outset of the automobile recession in 
the end of 1953. The appearance of the ’54 model was not an auspicious 
occasion. Automobile sales fell and automobile terms began to get worse. 
Everybody said, “Hal You see what happens? When sales are hard they 
relax terms.” Then terms continued to relax through 1954. Everybody 
said, “Ah huh! You see what we told you?” 

But then something phenomenal happened. The 1955 model appeared 
and they sold more cars—they sold like hot cakes. The terms continued 
to slip. That hypothesis did not make sense. Then everybody said maybe 
they were selling them because the terms were slipping. Then in August 
1955 the terms suddenly held on, but the boom went on for three or four 
months an 3 rway. 

What I am saying in a fairly long-winded way is that the credit cycle 
and the automobile sales cycle have not been co-terminus. Somewhere 
there is a logic to the credit cycle. I don’t pretend to know what it is. I 
am sure that when the American Bankers Association warned its members 
that unless they moved away from a personal credit base back to a collat¬ 
eralized base they would run into trouble, that had an effect. I am sure 
that when the American Finance Conference warned its members and the 
industry generally that they had better watch this collateralization, that 
had an effect. I am sure that when Dr. Burns called the industry to Wash¬ 
ington and said that was going on, it had an effect. I am sure when Martin 
did the same, that had an effect. Just why or what conditions made all 
these analyses effective I don’t know. I think this is a very valid area for 
study: “What is the logic?” 

I would like to say one more thing in answer to something you said yes¬ 
terday. You made a very interesting observation. You said that the rise 
in consumer credit, if I may paraphrase, was potentially dangerous because 
it could have an aggravating effect in a down-turn, with the high level of 
debt outstanding. Is that a fair paraphrase? 
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CimHMAN Woodworth: I think so* 

!\Ir. Rolfe: The interesting thing to me is, there is no doubt that what 
you say is true, that in a down-turn a high level of debt could have an 
aggravating effect. That is true not only of consumer debt but of any 
growth factoiy^ in the economy. 

Let’s talk about productivity for a minute. We all think we are a mar¬ 
velous country because we increase our productivity every year; the output 
per manpower rises and the output is stronger than before. Productivity 
is a wonderful thing. It is like home and mother: we don’t argue about it. 
However, if income and employment fell, if we had a recession, that very 
rise is productivity would be what you would call an aggravating factor. 
The rise in productivity would yield greater unemplo 3 nnent than would 
ensue without the productivity. Population is another growth factor that 
fits the same thing. We like a rising population, but with a higher popula¬ 
tion and a decline in income and employment, the rising population simply 
aggravates the situation because we have more unemployment. 

Although population and productivity are potentially unsetting, nobody 
seriously proposes controlling population or controlling productivity. When 
we talk about productivity we keep our eye on the doughnut and not the 
hole. I am proposing w’e do the same with debt. When we talk about 
productivity say we must keep employment and income high so that 
the productivity works for us and not against us. I think the same thing 
applies to debt. If income and employment remain high, this debt, which 
is a capital-acquiring mechanism as described yesterday, will work for us 
and not against us. It will never work against us unless the conditions 
prevail under which debt, productivity, population or any other growth 
factor work against us. The point is, it seems to me, that we should keep 
our focus of attention on the conditions which make these things valuable 
social contributions, rather than detriments. 

Chairman Woodworth: It would seem that the results of your com¬ 
ment would put special emphasis on the over-all type of regulation of the 
economic system through monetary policies and fiscal policies and debt 
management policies rather than, if we can possibly avoid them, specific 
controls in certain areas such as consumer credit or perhaps even stock 
market credit or real estate credit. 

Mr. Rogers : Mr. Chairman, may I make one comment and suggestion. 
Supplementing what Mr. Freeman and Mr. Rolfe said, and in response to 
your question, I might facetiously suggest that you read my speech on 
“Easy Credit Can Be Tough,” in which I have gone into this equity busi¬ 
ness at some length. 



A HOME ECONOMIST'S VIEW OF CONSUMER CREDIT 
AND THE AMERICAN FAjMILY 

Jessie V. Coles 

I am indeed happy that you chose consumer credit and the American 
family as the theme of your conference this year. First, I am happy be¬ 
cause I believe it is all-important that the organizations and companies 
represented here be concerned with the American family. American fami¬ 
lies are the users of the wares, whether goods or credit, which you have 
to sell. 

Second, I am selfishly glad because this theme has provided me the 
reason for my presence here. I am very glad to have the opportunity to 
look at credit, consumer credit through the eyes of those selling this credit. 
I am glad to have been invited as a home economist, because home econ¬ 
omists, as you know, have for many years been concerned with the well 
being of families. However, I do not speak for all home economists; I 
speak just as one. I was glad to note that your program said ^^a home 
economist.Please do not blame home economists generally for what I 
may say today. 

I do not know exactly why I am here. I do not know whether I am 
expected to deliver you a jolt or a shot in the arm. If you expect either you 
may well be disappointed. I assume, rather, that you are genuinely inter¬ 
ested in what might be said by someone who has been interested for many 
years in consumers and in the promotion of their welfare and their status. 

Perhaps I am here because, in looking at the American family, you 
appreciate the part woman plays as spender of the family income. I am 
sure that you appreciate the increasing importance of women as earners of 
money income. The first speaker yesterday referred to that fact. Also you 
must appreciate the effect of the earnings of women, particularly married 
women, on expenditures for consumer goods. 

Before I go any further I want to set the apprehensions, of some of you 
at least, at rest. I believe that consumer credit is a useful tool. I do not 
think it is sinful to use credit, although I might say I think my parents 
did. I say that credit is a useful tool, but like all tools it must be kept in 
good usable condition, and it must be used correctly and efficiently else it 
is going to give us trouble. Our responsibility as educators and as sellers 
of credit is to see that this tool works. We do not in our every-day life 
throw a good tool away just because it does not work perfectly; rather, 
we try to do something about it. We try to repair it; or if necessary we 
get a new one. 
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Looking at this tool from the standpoint of the consumer, I would like 
to read you some statements from the talks yesterday which seemed sig¬ 
nificant to me, at the risk of being criticized for taking quotations or state¬ 
ments out of their context. These quotations may not be exact. If they 
are not please forgive me, and please do not think I am picking out any 
one person or any one group. The statements, I believe, Represent points 
of view which are important today, when eyebrows are being lifted regard¬ 
ing the quantity, and the rising amount of consumer credit, and its effect 
on the American economy and the American family. I am going to leave 
the effect of this problem of credit on the American economy to better 
economists than I am. I will confine myself to the American family, 
basic determinant of the level of indebtedness is the family.’’ 

''The American family is going to be a magnificent customer of the 
consumer credit industry.” 

"Our economy is dedicated to a high standard of living.” 

"Consumer credit is the civilized way of doing it.” 

"We have credit confidence in younger families who do not look forward 
to the responsibilities of supporting their parents. Younger couples are 
investing in durables and new goods to meet the standard of living.” 

"Is replacement more important than new purchases?” 

"Larger proportions of new items in the standard of living are expensive 
items and will require more credit.” 

"The cost of borrowing money for use in consumer credit is rising.” 

“We will continue to have business cycles which will mean interruption 
in income, which will bring continued need and even increased need for 
installment loans.” 

"Poor risks are siphoned off to other sources of credit.” 

"It has not been possible for lenders, as yet, to agree on desirable and 
sound standards.” 

"Let the other fellow take the bad paper if he wants it.” 

Frankly I am somewhat disturbed about two implications in such state¬ 
ments as these. One is the emphasis which has been placed upon the 
things) the possessions, in this so-called standard of living. Durable goods 
have been referred to most frequently. The automobile has been with us 
all the time. The refrigerator, the television set, the new furniture, and 
so on, have also been with us. 

I am sure that all of us as heads of families do realize that a stable 
family life, a sense of well-being, does not rest on the possession of things, 
these durable goods which have been referred to so often, and upon the 
non-durable goods mentioned less often. Many, though certainly not all, 
families are concerned with other aspects of their family life; the need for 
consideration of such values as health, security, training of the children as 
useful citizens and well adjusted family members. I might well ask the 
question as to whether they attain these values by straining their resources 
to secure possessions. 
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My second concern is the responsibility which is placed upon families 
for the wise use of the tool, consumer credit. Families certainly do have 
a responsibility for the wise use of consumer credit. I don’t want to mini¬ 
mize their responsibility in this respect. How’ever, I do not believe it is 
their responsibility alone. The sellers of goods and the sellers of credit 
also have responsibilities as great or greater than those of the family. 

Although there are many points on which I would like to discuss the 
responsibilities of family and of seller, I am going to confine myself to 
two: First, the cost of credit, and second, the amount of credit used. 

First, what are the responsibilities of families in respect to the cost of 
credit? Certainly consumers need to understand that credit is a service for 
which they must pay, just as they pay for the goods they buy through its 
use. They must understand that if they use credit to buy goods, they 
reduce their effective purchasing power by the amount of the cost of credit. 
According to Fortune it cost consumers $4 billion last year to buy this 
credit. You know better than I whether that is correct, but at least it is a 
very sizeable sum. I think it was mentioned in Fortune also that the cost 
of credit on an automobile is approximately the price of a television set, 
which illustrates well that if you use credit for the automobile, and the 
limits of your income are reached, you cannot get the television set. It is 
very true that many families do not understand this. They have not been 
exposed to the idea. Some are not interested in knowing, and even if they 
know some of them rationalize themselves into buying goods which, at 
the moment, certainly seem very important to them. Their ^fimpatient 
ambition,” as one speaker put it, may lead them in deeper and deeper. 
They may rationalize that it is a good budget device. (Incidentally, as a 
teacher of family finance and management of resources I almost see red 
when I hear this mentioned. There are certainly easier and cheaper ways 
of learning how to manage one’s resources, to budget one’s income.) 

There is not only the need on the part of families to recognize that 
credit costs money, but the need on the part of consumers to know how 
much it costs. Few know how much credit costs them. Others, as I said, 
don’t care, and on a wave of optimism would ignore it even if they did 
know. There is the need to know the sources of credit and the costs and 
the other services which come with the various sources. There is the charge 
account, the convenient credit, cash in 90 days, the revolving charge 
account, installment credit from this agency and that agency, this seller 
and that, and then there are cash loans, the installment loans from all 
kinds of agencies, good and bad as you well know. 

Now I would like to discuss the responsibilities of sellers of goods and 
credit. Of course sellers of credit, I think, should assume responsibility for 
providing the credit at reasonable rates, assuming, of course, that they 
have a fair profit on their investment and a fair remuneration for the risks 
involved. 

I would like to ask a question on one of the statements made here at 
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this conference. Does the statement, “The cost of borrowing money is 
increasing'^ mean higher costs for the consumers in buying credit? I would 
also like to remind you of what one of the speakers said this morning, that 
there Is a difference betw^een cost in terms of dollars, and rates. Certainly 
consumers are paying much more for their credit today in terms of dollars 
because of the increase in our price level, even though rates have stayed 
the same. However, I am concerned as to whether this means increase in 
rates. 

I believe that sellers of credit also have responsibility for educating con¬ 
sumers in regard to these costs, to the fact that credit costs money, and 
how much it costs. To what extent have the sellers of credit attempted 
to do this? It is not difficult. There are many obvious reasons why credit 
costs money. There are many obvious reasons why consumer credit costs 
most than long-term bank loans. The tendency has been rather to mini¬ 
mize the cost, to pass it over, to change the subject if the consumer men¬ 
tions it. How many sellers encourage consumers to find out what they are 
paying for credit? In most cases they make it difficult or impossible for 
the consumers to find out what they are paying in terms of some common 
denominator, because a common denominator is necessary if consumers 
are going to be able to compare costs and services from the different 
sources. 

Installment sellers quote costs in terms of dollars, and they often confuse 
the issue by including insurance costs and the like. Most of us can figure 
out the rate of interest charged by a loan agency, but I wonder whether 
the ordinary consumer can? I looked for advertisements for loan agencies 
in the classified section of our telephone directory. I found one that says, 
$12.57 per month repays $100 loan in 9 months." Another has a little 
table that says, “Monthly payments including charges for $100 loan, $9.75 
for 12 months, $6.97 for 18 months, $5.59 for 24 months." Then this one I 
see very frequently, “$50 costs only 29 cents for one week." In California 
these costs figure out to 2}^ per cent a month, or 30 per cent a year. I 
would like to suggest that information be given to consumers regarding 
how much credit costs in terms of that common denominator, annual rate 
of interest. Certainly most consumers can understand that. They are 
accustomed to thinking of interest on their savings, their government 
bonds, their savings accounts in the banks. Why should they not be able 
to study the costs of consumer credit on the basis of the annual rate of 
interest they must pay? 

I believe consumers can and should be taught to shop for credit on the 
same basis that they shop for goods, considering not only the costs, but 
the services, the reliability, and so on, of the various sources from which 
they may secure credit. As an educator I am concerned about the difficulty 
of teaching them this under the present circumstances, because sellers so 
often fail to quote their rates in such a way that consumers can compare 
costs. 
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1 he second point I wish to discuss is the responsibility of consumers and 
sellers as to the amount of debt which a family should assume at a given 
time. ^ Remember j I approve of credit. I am concerned not with the use 
but with the abuse of credit. No doubt many families over-extend them¬ 
selves in this question of the amount of credit, and they do it in spite of 
the attempts of some of your agencies to limit them. "Why do they do this? 
There are several reasons, I think. One is their ‘‘impatient ambition” to 
possess goods. Another, their optimism regarding their economic future. 
And I should say there is another, the failure of sellers to prevent over- 
extension. 

The younger families have been mentioned several times. We, of course, 
recognize that today there is a generation w’hich has known nothing but 
prosperity. If someone attempts to remind them that economic conditions 
may not always be as they are today, or that the}" cannot, perhaps, look 
forward to a constantly rising income which is greater than the rise in con¬ 
sumer prices, they look at him with pity in their eyes, “Such an old fogey! ” 

I lived through the depression and some of you did. You and I know 
what it meant. These young people do not realize what it is not to be able 
to find a job. If they want a job they go out and get one. It may not 
always be the kind they want, but they get a job. Alany of the families 
have tw^o earners, as was said. It is true that two earners in a family make 
for greater stability in many w^ays, but what happens to this young family 
that has a standard of living based on two earners, if they have consumer 
debt based on two earners, and one of them loses a job, or must quit work? 

Consumers are not free of the responsibility for determining the wise 
limit of credit, but sellers of goods and credit also have a responsibility. 
Is it only the consumer who is responsible for current credit buying? What 
about high pressure selling? Who is in large part responsible for the con¬ 
sumer’s desire for these possessions? What about deliberate obsolescence 
of goods? What is the compulsion behind the new model of cars? (They 
may be essentially no different from the model we have.) What is the 
compulsion behind the pink refrigerator or the packaged kitchen? How 
many of these durable goods we have been hearing about the last few days 
are sold on the basis of unimportant characteristics, rather than on the 
basis of their real utility? And how many families are sold on these things 
and find that they really do not have very durable goods? 

To what extent do sellers of this credit, in their zeal for getting business, 
assist consumers in limiting their credit? Do many not rationalize that 
their chance of getting paid off is as good as that of the other fellow, or 
“let the other fellow take the poor risk”? And unfortunately in some states 
today there is always some other fellow who will take the risk, but at 
what rate of interest? 

Now we come to another question, the relation of total credit outstand¬ 
ing to the total disposable income. We are concerned as to whether this 
relationship at present is safe and satisfactory in the aggregate. Who 



110 


MICHIGAN BUSINESS STUDIES 


knows what is safe and satisfactory? But let me say this: that even if this 
present relationship is sound and satisfactory in the aggregate, I arn con¬ 
cerned about the American families who will inevitably be caught in the 
credit net, if even a minor recession sets in. What will happen to families 
with payments due on the house, the automobile, the refrigerator, the liv¬ 
ing room, the furniture, ad infinitum? 

The question has also been raised as to the size of the equity which con¬ 
sumers have in their goods. Probably most of you saw the picture in Life 
last fall, showing all the things the family had bought, such as the house, 
the refrigerator, the television, and all the equipment in the house. Then 
just below that was a picture of the family sitting among the possessions 
which it actually owned, which really represented their equity in these 
durable goods. There was the foundation of the house, the four wheels 
of the automobile, a couple of chairs, a baby crib, television set, and that 
was about it. Many of these families do not have liquid assets. They do 
not have equity. They do not have liquid assets to meet such emergencies 
as may arise, even with a minor recession. You know as well as I do that 
the number of spending units with no liquid assets has been increasing and 
the median holdings have been declining. What happens? They lose what 
equities they have, and then instead of a rising standard of living they 
have almost none at all. 

On the other hand, what about those who are able to tighten their belts 
and pay off their debts? I have heard that mentioned a lot: “As long as 
consumers are able to pay off their debts everything is fine.” What hap¬ 
pens, though, if they are not able to tighten their belts and pay off the 
debts? What may happen to their expenditures for adequate food? WTiat 
may result from poor food, inadequate medical care, and the like? What 
may be the effect of this economic condition on their sense of well-being, 
worry and uncertainty replacing satisfactions which arise with possession 
of goods? 

Let’s consider these families when we consider consumer credit and the 
American family in perspective. 

PANEL DISCUSSION 
Paui. L. Setby 

This panel on the home economist’s viewpoint comes entirely too late, 
not only too late today on this program, but too late in the years we have 
been discussing consumer credit. The viewpoint of the home economist is 
far overdue in our thinking about the role and function and utility of con¬ 
sumer credit. 

What would I do about this subject if I were a home economist? I am 
going to imagine that I am a home economist for the next three minutes 
and look at the American home as I think I would like to look at it if I 
were that home economist. I see the modern consumer credit picture hang- 
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ing in that home. WTiat do I think about it? What should we teach young 
people about it? 

First, in my thinking, I would want to take two trips, one in time and 
the other in space. The first trip for the home economist wmuld be to go 
back fifty years for a good look at the average American home before the 
widespread use of consumer credit in America. I lived in one of those 
homes fifty years ago, on a farm near a small town. Our folks did not 
believe in consumer credit. The town folks didn’t either. In memory I can 
still see the coal stove, the spring house and the hand pump, the women 
bending over washboards. And I can still feel the sting of my knuckles 
from breaking the ice in the water pail, in the wash basin. And typhoid 
fever was a habit. I had it, too, in those days before modern sanitation. I 
know what you are talking about now, all you Ph.D.s. They didn’t have 
those gadgets in those days. They didn’t have the things that make our 
standard of living. I concede that. 

Then I suggest that you take the other trip, in these days w'hen w^e 
have knowledge of all of the things that make for efficiency, ease and com¬ 
fort, and allow time for education and religion and recreation and culture, 
that take out the back-bending drudgery—come with me, if you will, to 
contemporary Spain and France and other countries in free Europe. Visit 
their middle-class homes, in these days, when the world knows about all 
these things that you talk about, and when we are so much interested in 
release from drudgery so that we may enjoy the cultural things of life. 
Study their economic levels, their standards of living, in the light of the 
living standards we take so much for granted in America, with our wide¬ 
spread use of consumer credit and consumer finance. 

Then after these two trips I would have a good talk with myself about 
what I would teach young people in regard to consumer credit. Of course, 
everyone expects home economics teachers to orient girls about home 
making, infant care, dietary principles, table settings and home furnish¬ 
ings, color harmony and modern appliances, budgeting and health and 
suburban living—^with a car, of course. We are enthusiastic about all of 
these elements of better living in our high level environment. But all these 
things assume purchasing power in the family unit at a time when the 
young couples are starting out together. Starting incomes are lower than 
at any time later in the life cycle, at least until retirement and social secur¬ 
ity. For some reason, you know, the average age of marriage has come 
down from 26 to 21 years in the last 15 years. What should these young 
couples know about money management and budgeting? What is the con¬ 
structive use of personal credit and what are the dangers of excessive 
dosage of this catalyst? 

A working knowledge of our free opportunity system of capital enter¬ 
prise is essential and rather widely understood in its general principles, but 
we find too little understanding of the dependence of our mass production, 
TYiaQR distribution and mass consumption system upon consumer credit. For 
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example, how many among us, teachers included, realize that for more 
than 25 years it has required as much or more short- and intermediate- 
term consumer credit to finance consumers as all the short-term commer¬ 
cial bank loan credit to finance business in the production and distribution 
of goods and services? Without advanced consumer demand, since ade¬ 
quate consumer credit has made advanced consumer demand possible, we 
could never have achieved nor could we sustain such full employment, 
high consumer incomes, nor could our system have paid for the research 
and automation to bring better quality goods at lowering prices. 

Let us freely grant that there are some foolish granters and users of 
consumer credit. But let us as freely concede that the over-all record is 
good. I think Air. Rolfe made a marvelous point here, that you have to 
look at the whole picture. Delinquencies and losses are at a record low, 
even on the high plateau. And I dare say to you that never in the history 
of any time in America, nor of any time in the history of any country in 
the world, has the average consumer had as much liquid assets and as 
much of privately owned homes and assets and gadgets and culture and 
education and religion as the average American family has in these days 
of high-level consumer credit living. 

So I say that as a home economics teacher I would go into the homes 
of America and see how drudgery has been eliminated with modern appli¬ 
ances—which have dispensed with maid service, for the same cost. Note 
how the television set keeps the evening recreation focused at home, with 
the family together instead of going out “on the town” at great expense. 
See how transportation time is saved with the family car. 

Look at these things and then tell me, if you will, that we should go 
back to the “good old days” of waiting, saving cash and waiting, delaying 
marriage, delaying comforts or doing wdthout the things that make for 
efficient living in this modern age. I suggest, too, that we home economics 
teachers should remember that we are all in this economic pattern together. 

Colston E. Warne 

Like Calvin Coolidge, I hope I may, with this time limitation, cultivate 
the New England characteristic of brevity and understatement. 

Item 1: I am persuaded that a significant factor in our current debt 
picture is high pressure selling and equipping of homes, which has been 
raised to explosive levels through the use of government-guaranteed credit. 
The wide home ownership of today, thus promoted, appears to offer other 
sellers security. Installment debts may be based upon existing equities in 
homes, against which liens and other claims may be placed to force debt 
collection. 

The extension of protection to lenders under the federal law, coupled 
with the failure adequately to protect the borrowing public, has in my 
estimation promoted mounting irresponsibility on the part of fringe operat¬ 
ors. There still exists, despite the changes in Title I, too much in the way 
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of irresponsible practices within the scope of governmentally-guaranteed 
credit. In this area I look for future difficulties. 

Item 2: I am persuaded that there is much more need for common hon- 
esty and self-discipline than the installment business has had heretofore. 
Too large a segment of the buying public has been turned into victims for 
sharpsters. In fact, large segments of our population, lacking social experi¬ 
ence and commercial sophistication, have through ten years of full employ¬ 
ment been recently vaulted into the so-called “credit-standing incomes.’’ 
They have been introduced to a new coinage: their signature on a condi¬ 
tional sales contract, but without adequate knowledge of how to use it. 

We have^had a siege of what was described this morning as “blitz mer¬ 
chandising.” Is it too much to ask lending businesses to engage in volun¬ 
tary attempts at full disclosure? And here may I endorse Dr. Coles’ 
suggestion of accurate statements of true interest rales on all contracts, 
clear and explicit itemization of all charges, a policing of the fringe oper¬ 
ators who discredit the business, and the elimination of varying types of 
contract which may emerge from under the desk, depending upon the 
individual who happens to be the potential purchaser. 

Item 3: lam persuaded that there is a need for a better legal break for 
consumers. Having attended the recent meetings in New York held by 
the Consumer Counsel of New York State, it seems to me that such ele¬ 
mentary things as legislation in forbidding blank spaces in motor vehicle 
sales finance contracts, the prohibition of compulsory tie-in insurance sales, 
ceilings on installment credit rates at reasonable levels, rules requiring 
full disclosure of signer’s rights and obligations, required refunds when 
you pay ahead of schedule, limitation on the amount of repossession costs 
imposed on installment defaulting purchasers, the making of financial 
institutions responsible for the condition and quality of goods sold under 
the contract and other items of that type, are requisite. And if such self¬ 
policing is not adequate, then we are bound to have legislation emerging 
in this field to hold down the abusive practices. In fact, I think we need 
to develop a parallel of the full disclosure of the SEC in this 'whole install¬ 
ment loan field. 

Item 4: I am persuaded that consumers themselves need a great deal 
of education in this field. Consumers need a kind of self-imposed Regula¬ 
tion W. A recent Illinois survey showed that two-thirds of the users of 
installment credit did not know the amount of their carrying charges or 
the interest rate on their most recent installment purchases—^when that is 
true, something is wrong. 

I do not object to technical innovation. In fact, I think technical inno¬ 
vation may proceed rapidly even in the absence of too extensive install¬ 
ment contracts. However, the point is to have consumers educated as to 
the merits and demerits of installment use, as to where it is desirable and 
where it is not desirable. 

It is important that consumers build a stout resistance to those who 
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plead for over-extension of commitments. If a wise consumer can get 
substantially more goods by waiting a year, he may advisedly wait and 
resist the blandishments of ardent sellers. That consumers nowadays are 
paying up well is no test that they are not, in the aggregate, oversold. All 
that the present low level of repossession proves, as I see it, is that most 
people are basically honest and will meet their commitments, even though 
these may seriously dislocate other budget items, and often nutrition, A 
durable goods spree instituted under high-pressure campaigns may sell 
goods. From a consumer's standpoint, however, the request or urgent 
demand to purchase should be looked at with a cold, calculating eye, 
weighing all factors. 

Item 5; I am persuaded that, despite the affirmation this morning, 
there still is a lack of effective competition in the consumer credit field. 
There are plenty of agencies, yes, but how much shopping around is there? 
What divergence is there in charges, if all the reports I have read and 
heard are true? In the aggregate the consumer is paying, for much of 
the credit he receives, an excessive cost, as is shown in the totals revealed 
in the Fortune article in March. Some kind of more efficient credit service 
is about due, some break-through in the existing rates. Whether revolving 
loan accounts will do the trick I don’t know, but I do suggest that the 
current cost picture is more than it should be for the consumer. 

In summary: I think our nation has gone a bit wild in bu5dng on 
newly-discovered, relatively-unrestrained credit. I am not a Puritan, yet 
I am a Yankee. I just cannot accept the theory voiced by a recent 
advertising agency which would put hardware stores, drug stores, variety 
chains, mail order houses, apparel, theater chains, gasoline and service 
stations, travel, food, and department stores all on a pay-as-you-use-it 
basis, or more accurately, pay-after-you-use-it basis. 

If this is all a feature of boom employment, I ask the concluding 
question: “What lies ahead when the boom slackens?” 

Margaret Hutchins 

I shall talk from the standpoint of a person who is interested in the 
education of teachers, who in turn are interested in the education of the 
consumer about whom you are concerned. 

Yesterday’s and today’s programs have strengthened my conviction that 
regardless of any other controls, control through self-discipline of the con¬ 
sumer is essential. Education is basic to the development of this ability 
for intelligent self-control. We who are engaged in professional education 
have the responsibility of seeing that young people have the type of 
education that will give them facts and understanding, and that will result 
in the intelligent approach of the consumer toward credit. 

It seems to me that there are three sources of education for the con¬ 
sumer. At the risk of oversimplifying the situation I should like to tell 
you what I think these sources are. 

The first, of course, is the family, or perhaps I shoxdd say the parents, 
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who by the process of their own experiences and possibly by their own 
education have some ability to help the young people see the consumer 
credit picture in its entirety. The second source is the school^ particularly 
the secondary school, inasmuch as many of our boys and girls do not get 
beyond the secondary school stage. The third source is the consumer 
organizations which most of you represent. In my judgment we all have 
to pull together. The teachers cannot do it alone. Certainly the family 
cannot do it alone, without your help and the help that educators can give. 

I should like to point out that in the secondary education field, home 
economists are only one source of help to the youngsters. The social 
studies area presents a big field for education for consumer credit, as does 
mathematics, if you take mathematics in its broad sense. 

I believe young people need certain abilities and understandings. They 
need an understanding that different people have different values. Each 
of us, as an individual and as a family member, needs to be aware of his 
values and use them as guides in choice making. Young people need 
judgment to withstand the pressures of television, radio, super-salesman* 
ship, until they have some basis for selecting goods and services that will 
yield the greatest satisfaction for themselves and their families. They 
need the willingness not to jeopardize peace of mind and values that are 
essential to the emotional and physical health of the family, for the mere 
acquisition of material goods and services. They need respect for the 
maturity and experience of others to whom they can go for advice. They 
need the ability to discriminate between reputable credit institutions such 
as you represent and those which are not reputable, or at least the 
judgment to seek advice concerning them. 

Young people need an understanding of various ways of buying goods 
and services—cash, charge accounts, installment buying, personal loans, 
etc. They should know that if and when they do apply for credit, they 
need to read a contract intelligently so that they are aware of what they 
are paying for credit, so that they are sure that it is worth the price, and 
so that they understand the implications of the negotiations into which 
they are entering. 

I am convinced that we can do better than we are now doing with edu¬ 
cation of adolescents and young people, both men and women who are 
in our schools and colleges. We can do better in our education of out-of¬ 
school youth and adults. However, we can do better only through 
cooperative effort of the family, the educators and the consumer 
organizations. 

We educators, and especially home economics educators, are important 
to you. You are important to us. We need to recognize that we have a 
goal in common, and that goal is physically, emotionally, mentally sound 
family life. I hope that in some of our communities where both teacher 
education institutions and consumer credit institutions are represented, 
some of us can get together and demonstrate that we can work together 
on this common problem. 



GEARING INDUSTRY FOR A HIGHER 
STANDARD OF FAMILY LIVING 

Ray R. Eppert 

What I would like to do today is to make certain observations regarding 
the problems which appear to be facing business, particularly in the years 
which lie ahead, then to discuss briefly where we are, where we think we 
are going, and specifically, how we expect to get there. 

I am sure you would all agree that any conference on consumer credit 
must consider, and consider very carefully, the status of business in indus¬ 
try. Why? For several reasons. That very status of business in industry 
to a large extent determines the credit problems and their scope; and cer¬ 
tainly it suggests or even dictates the actions which should be taken. 

The objective of the American system I think is very simple and very 
fundamental: To attain progressively higher living standards. I know 
that during your conference you have been given a very full report on 
and forecast of the economy which lies ahead of us. I think you will all 
agree that we are definitely on the verge of a break-through to an even 
higher plateau. But I would remind you that that will not be accom¬ 
plished just by wishful thinking, or merely because it is possible to have 
a break-through. 

The future offers a tremendous opportunity, but it offers an opportunity 
both for success and failure. We must never forget that. I would like 
to remind this audience also that of all the freedoms we have in America, 
I think one of the greatest freedoms is our freedom to fail, our freedom 
to take a chance. There is not that same freedom ever^ywhere. A short 
time ago, speaking of the future, one economist stated it this way: ^^Either 
we will attain a higher standard of living or a more spectacular death.’’ I 
think that is probably the perfect hedge on the long-term economic 
forecast. 

The factor of obsolescence, as you know, has always been important in 
facilities, in equipment, and in progress. Today this factor must be 
recognized in connection with management. That may seem like a 
strange statement, but let me amplify it. I think our future success in 
business and industry definitely demands the complete discarding of 
obsolete thinking in management. I would state it this way: All of us, 
certainly, should at least try to keep permanent anti-freeze in our minds 
and never allow our approach to the problem, whatever that problem may 
be, to become frozen or static. We circumscribe our success and our 
degree of potential success whenever we do. 
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I would now like to ask each of you, if you will, for the next 15 or 20 
minutes to assume the role of the chief executive officer of a corporation, 
in any line of business or any industry. Let us explore together the 
future, and^ try to define specifically the part that business and industry 
must play if America s economic dream is to come true. It was a very 
wise man, I think, who said it is far better to have a diagnosis and a cure 
than an autopsy and a verdict. One thing is certain, and I am sure we 
all agree: that we must look forward and not backward. 

Suppose we start by taking a look at tomorrow’s economy. Let us 
consider the elements first which determine just what the standard of living 
is at the moment. Let me state it this w’ay: If the percentage increase 
in disposable income is greater than the percentage change in gross na¬ 
tional product, we have merely, of course, achieved a degree of inflation. 
If the two are in balance we have merely held our own. If the percentage 
increase of gross national product and disposable income are less than 
the percentage increase of the labor force, the result is that our living 
standards are lower. And of course the ideal: If the percentage increases 
of gross national product and disposable income are greater than the 
percentage increase in the labor force, automatically our living standards 
are raised. 

Now what about tomorrow’s economy? I noticed on your program 
you had listed a discussion of ^‘America—1965.” I do not want to go 
back over any ground that has already been covered, but for the purpose 
of our discussion today I would like to refer to just four indices. These 
are official in the sense that they were taken bodily from the report made 
by the Congressional Joint Committee on the Economic Report for the 
83rd Congress, forecasting America’s economic position and level as of 
the year 1965. Incidentally, these figures are stated in constant dollars, 
1953 dollars to be exact, so the report does not provide for any further 
inflationary content in the monetary unit. 

These four indices I speak of are vitally important, I think, in so far 
as the standard of living for the family and for the individual is con¬ 
cerned, and certainly for the standard of living for business and industry. 
Too often we overlook one thing: that business and industry must attain 
a high standard of living, a high standard of operating, if you please, and 
a healthy phase of operating, if we are going to achieve the high standard 
on the individual and family front. 

Gross national product is forecast to be at a level of $535 billion in 
1965. That is a lot of dollars. What does it mean? It means a 47 per 
cent increase in gross national product, in the physical output of goods 
and services in this country; almost half again what it is now. You 
cannot have gross national product imless it is going to be distributed, 
unless it is going to be bought. Therefore, it has to be supported with 
buying power, disposable income. 

Disposable income is forecast to be at a level of $380 billion, and 
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consumer spending up SS per cent, to a level of $357 billion. That is up 
55 per cent against a disposable income increase of 52 per cent, indicating 
a lesser rate of saving than the increase in disposable income. 

While this is forecast to take place, what about the labor force? This 
is not something that requires gazing into a crystal ball. This particular 
index is based on an exact science, because you and I know that everyone 
who will be working or capable of work in 1965 is presently alive. Any 
changes will be due to the w^ay the age brackets happen to hit. The labor 
force in 1965 will be only IS per cent greater than it is now. 

There you have a gross national product up 47 per cent, disposable 
income up 52 per cent, and a labor force up 18 per cent. That spells 
a real challenge, I think, and certainly a real opportunity. It holds forth 
the promise of a very much better standard of living than we have today. 
And still, with these forecasts, we found in Washington, last October, a 
Congressional committee under Senator Patman trying to determine 
whether automation was a blessing or a threat. 

What is automation? Automation is a lot of things. Primarily and 
particularly it is nothing more nor less than this generation’s catch word 
for something that has been going on in this country for the last hundred 
years. I think too often the word ^‘automation” has done a lot of harm. 
We conjure up in our minds a Frankenstein machine of some kind with 
a little fellow sitting over in a corner just pushing buttons, and with no 
one else around. Well, it isn’t necessarily that. Automation can be a lot 
of things, as I said a moment ago. It can be a new and better method, 
a better technique. It can be a new idea, a new concept. 

What is a self-serve market if that is not automation at the retail level? 
How does the merchandise move from the shelves into the hands of the 
customer? What is a dial telephone? What is a vending machine at the 
distribution or customer level? That is automation. So automation can 
be a lot of things. 

However, I would remind you of one thing: that if we are to attain these 
economic goals that have been forecast, and I think we can since they are 
conservative—as a matter of fact, many economists today are now taking 
issue with the forecasts made two years ago, saying they are too low—if 
we achieve roughly a 50 per cent increase in the physical output of goods 
and services in this country with only an 18 per cent increase in the 
labor force, my eighth grade economics tells me one thing: We have to 
work smarter. I know we are not going to work harder, so we have to work 
smarter. 

Automation per se, or the degree of automation, the technolgical im¬ 
provements we are able to effect between now and then, is vital if we are 
going to attain those goals; and only if we attain those goals will we have 
the living standards that we want. Automation: Better methods, better 
techniques, better equipment in the production process, and not just in 
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production but in the distribution process as well, in fact in every activity 
of business and industry. 

I would like to take issue at this point with an old traditional approach 
which has been used, I think, historically more or less as a yardstick to 
measure management: namely, low overhead rates. Traditionally I think 
it has been generally accepted that a low overhead rate meant good man¬ 
agement. However, there is a new school of thought coming into the pic¬ 
ture today. That school of thought believes that a low overhead rate may 
be a warning. It may be a sign, not of good management, but of weak 
management. It may mean, if you please, that there is too much direct 
labor in the process that is being followed. It may mean poor methods. 
It may mean obsolete tools. It may be because the company is not invest¬ 
ing enough in the individual workman or in the future. 

In other words, what I am suggesting is that it may be necessary to 
remain competitive to increase overhead rates. Any man or woman in 
this room could go into a plant that had a very high overhead rate and 
could cut that overhead rate very easily. All you would have to do would 
be to send back the automatic screw machine and bring back the hand 
screw machine, and reinstall the obsolete methods which were discarded 
several months ago. You will cut the overhead. You may not be in busi¬ 
ness very long, but you will cut the overhead rate. 

I am saying that as we employ greater automation, more efficient equip¬ 
ment, more efficient methods and techniques, we are increasing the fire 
power of direct labor, with the net result that our overhead shows an in¬ 
crease. 

A perfect analogy of that is the flight crew of a B-52 strategic bomber. 
That crew would be the direct labor involved in delivering the merchan¬ 
dise. But think of the hundreds and hundreds of support personnel neces¬ 
sary to put that flight in the air and on the target. 

All I am suggesting is that you, as the chief executive officer of your 
corporation, should take a good close look, and not accept the fact that a 
low overhead rate is good, or that a high overhead rate is good or bad, but 
rather, analyze to be sure you are being competitive right down the line in 
everything you are doing, that you are taking full advantage of those things 
that are available to you today. 

Certainly one of the things business must do today is to plan. I don^t 
mean just on a short-term basis; I mean on a long-term basis as well. If 
I may speak in a personal sense for a moment about our own company: In 
1947 we took what we thought was a very great calculated risk. We 
thought we were going way out on a limb in a material expansion of facili¬ 
ties, organization, research, engineering, development, right across the 
board. In 1955 we reported roughly 500 per cent over the performance of 
1947. But do you know the error? We were too conservative, I think if 
there is any one thing we must do in looking ahead, if we are to take full 
advantage of the opportunity and if we are going to meet the challenge as 
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it should be met, we must make certain that we are sighting high enough 
on the target. Whether we like it or not, the target is a big one, and we 
must sight high enough or we will wind up failing to take full advantage of 
the situation that is available to us. 

I would like to say that the market we are selling today and the market 
you are financing today is not static. I don’t have to tell you that. It is 
anything but static, in size or in buying power. By size, of course, I am 
referring to the tremendous increases taking place in the population. We 
will have 190 million people in 1965 in the United States. More than 400 
new Americans are being born every hour of every day of every week of 
every month. That is 400 new customers, more than six a minute. I don’t 
think even General IMotors has reached that rate of production. 

Of interest to business, of course, are some of the changes that will take 
place in the composition of the population. The big increases are coming 
in the older people, age 65 and above, and the younger people, 20 and 
below. That means that such factors as where you are going to sell it, how 
you are going to package it, and all of the facets of the distributing process 
have to be considered in connection with those changes. 

When you pick up a newspaper and read the financial pages you see 
good news. Corporate profits are good, make no mistake about it; they are 
very satisfactory. But when you skip the headlines and look at the details 
of the operating statements you will find something else. You will find that 
those profits, while satisfactory, are not predicated, with few exceptions, on 
wide profit margins, but rather, on an all-time-high level of revenue. 

If there is any one fact, any one nightmare—I use that advisedly—that 
disturbs the dreams of top management, it is the horrible thought, “What 
would happen to us in the next quarter or the quarter after that if our sales 
suddenly dropped 10, 20 or 30 per cent?” I don’t have to tell you that it 
would not have a comparable effect, percentage effect, ratio effect on profits. 
In most instances they would be wiped out. Let me say it this way: Busi¬ 
ness must grow or die, and I want to emphasize that fundamental fact. 
Whether we like it or not, a status quo in the revenue front in most busi¬ 
nesses today means at least partial liquidation. 

With that stage setting, let us take a look at some of the specific man¬ 
agement problems. We mentioned planning. We mentioned the need for 
growth. In planning we must consider and forecast our indicated actions 
and needs in connection with expansion, capital expenditures, and working 
capital requirements. Greater accuracy in management decisions is neces¬ 
sary. Remember that shrinking profit margin. Whenever you have that 
set of conditions, automatically the reserve that can be allowed for man¬ 
agement error in decision is decreased. Management today, I would remind 
you, is working with closer tolerances than obtained even two or three 
years ago, and there is no indication that those tolerances are going to be 
greater; they are going to be tighter and more exacting. 

I am sure that in this program of planning for the future and taking 
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full advantage of it, one of the first things you would do would be to check 
the organization, check your team. If you are going to grow you have got 
to get out of the category of a one-man operation, a bottleneck operation. 
Therefore you would check to see what kind of delegation of responsibility, 
authority and accountability you have made. I put all three of those things 
together for this reason: Too often we delegate the responsibility, and 
sometimes we tack accountability onto it, but at the same time we tie the 
man^s hands by not giving him authority. There is an old belief on the 
part of some people that when we delegate responsibility and authority 
and accountability we are loosening up the operation. Actually the direct 
opposite is the result. We tighten up the operation, because for example, 
I know that instead of just initialling something without any thought or 
care (if it is wrong it will be stopped somewhere up the line) when I am 
responsible for it I must know a lot more about it and consider it in every 
good business sense. So we would check our organization to be sure we 
had delegated both authority and responsibility. 

Then I think it is a good idea to make sure the man knows you have 
delegated it. You may think you have delegated authority and responsi¬ 
bility, but if the man you are depending upon to carry through does not 
know it, then you have not delegated it. You have merely taken some¬ 
thing out of your operating picture. What is a good way to tell him? You 
might say by talking to Joe, to make sure he understands it. I would 
recommend a full use of adequate job descriptions. Spell it right out, 
exactly what the responsibility, the authority and the accountability are. 
A job description takes a lot of time to prepare if it is prepared right, 
but a job description is nothing more nor less than an informal perform¬ 
ance contract, and it does tighten up the operation. 

You check on training and on the executive development program. You 
check to make certain you have a man behind the man you are developing; 
in other words, strength in depth, because that is the only way you can 
grow. You have to have substitutes on the bench who can take over addi¬ 
tional responsibility as the need for that accrues because of the business 
growth. 

You would also study to determine the advisability of diversification. I 
would remind you of the diversification that is going on today; business is 
going into other businesses. Many of the mergers and acquisitions you are 
reading about stem not merely from a desire to be bigger, but rather, stem 
from the necessity of diversification in order to save the business. Let me 
explain what I mean by that. We need a study to determine the position of 
our industry. Is it a dynamic industry? Is it still a growth industry? Has 
it passed its cycle and is it now on the down-swing? In other words, the 
total economy may be good, but there will always be soft spots in the econ¬ 
omy. Not all industries are travelling at the same level nor occupying the 
same position in their particular life. The thing you have to determine is, 
you have the opportunity for growth in your industry?” If not, then 
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you had better do one of two things: Decide right now that sooner or later 
you will be at least in partial liquidation, or think in terms of growth 
through diversification. That is what I meant a moment ago when I said 
a lot of the acquisitions, the mergers that are going on today, stem from a 
number of causes. It may be because of a need for growth, it may be be¬ 
cause of a diversification problem, it may be in order to achieve a more 
adequate competitive position, and it may be—and too often it is—because 
the concern being taken over did not develop management, strength in 
depth, and reached the end of the rope. By the same token, it may be to 
acquire management that is not available in the business. Those are some 
of the reasons why mergers go on. They are all good, valid reasons. 

While we are on the subject of planning I would like to suggest that one 
important function in any business is budgeting. However, I think ortho¬ 
dox budgeting, industrial budgeting, is not necessarily good profit planning. 
In our own business—and I think more and more concerns are doing this— 
we have what we call profit planning rather than budgeting. We start with 
the end results. You have to start with a forecast of what revenue objec¬ 
tives you feel you can satisfactorily set and attain. Then you set the profit 
objectives you want. Then you work back from the end results, via the 
budget and programs, to the budget that you need in order to execute such 
a program. 

What I am suggesting is this: In line-by-line budgeting operations, take 
the sales department as an illustration. That forecast is predicated on one 
thing: “What did we spend last year for 101? What are they asking for it 
this year? Can we get a few dollars out of that?” You know and I know 
the profit program involves spending more money. It is not a matter of 
seeing whether we can hold the line or reduce; it is a matter of what pro¬ 
gram we should implement and how to achieve the profit results. Then we 
work back from that. In many instances the budget is much bigger than 
it was for the same thing the year before, because we did not need to do 
that thing to the same extent. That is the difference, basically, between 
orthodox budgeting and profit planning. 

I think all of us, as respective ofiicers of our corporations, should take 
a good close look and a hard one at the marketing operation. We check 
organization, assignments, recruiting program, training program. Are we 
hiring the men for the business, or just hiring men? The specifications may 
be entirely different in marketing for different lines of business, so we 
should recruit the men we need for our business. We check our channels 
of distribution. Are they adequate, or have we become static? Have we 
followed the same old road all the time? Are there better ways of doing it? 
Are there ways that could be used in addition to those we are now using. 

We give some consideration to the labor content in distribution. You 
know, we hear a lot about labor content in production. How often do you 
hear of labor content in distribution? You will hear more about it, I am 
sure, because one of the big costs in the price of the market-place is the 
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cost of distribution, altbougli there again I don^t think we should ever talk 
about ^the cost of distribution without pointing up the value added by dis¬ 
tribution, just as we point up the value added by manufacturing. 

I would like to say in connection with marketing that the past records 
in your corporation do not mean a thing. They don’t mean a thing for the 
simple reason, as pointed out a moment ago, that we are not selling this 
year the same market we sold last year. Surely we want to know that we 
are trending in the right direction, but I would not take a past record too 
seriously. As a matter of fact, if we do not increase our revenue position 
this year, we have not even held our own competitively, because the market 
is a bigger market. Too often in marketing expense and marketing costs 
we confuse dollars. We see a certain activity, a certain expense, and speak¬ 
ing from a dollar standpoint this has increased numerically. Our expense 
has gone up. Has it? What about the cost? The cost is the ratio that ex¬ 
pense may bear to the revenue. You and I know that one of the best ways 
to decrease sales costs, sometimes, is to increase expense. 

Research and engineering. That is one field that, as chief executive offi¬ 
cer, you would not overlook, I heard the word “obsolescence” used this 
morning in the last panel. Whether we like it or not, product life in this 
country is shortening. I am not referring just to durable goods; consumer 
goods also enter into this product life picture, this shortened life. Inci¬ 
dentally, someone once defined durable goods as those products which 
would last longer than the installments. Convenience, packaging, and all 
that, are tending to bring new products into the market, new food lines, 
for example, and almost every other line you want to mention. We do 
have to recognize that product life is shortening, and that means one thing: 
If you are to remain competitive you have got to shorten your time on 
product development and release, at least as much as your competitors do. 
If they develop a faster tempo in research, engineering, and development, 
that is, getting things into production faster than you do, it means that 
they will have the market for the product. 

What I am trying to say is this: I think one of the things we want to 
make certain of in our respective businesses is that we have done every¬ 
thing possible to telescope the times. Whereas we used to work in a num¬ 
ber of different steps: research, development engineering, design engineer¬ 
ing, industrial engineering, then production, we are now putting project 
teams together. The moment the technique is developed to a certain point 
and the development to a certain point, then design engineering comes in, 
and industrial engineering. So you are working toward what end? Not an 
engineering model, which will then be changed by design and then by indus¬ 
trial engineering: you are trying to work toward a final production model, 
with the result that you have telescoped the times. 

In speaking of products I don’t have to tell you that it is very important 
to know what we are building, and that we are building the right kind of a 
product, a product that will be accepted after we build it. That brings up 
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the point of market research. Too often we decide too much by our own 
internal market research. It is very difficult to be objective. It is easy to 
know so much about your business that you feel you know all the answers. 
We found ourselves in direct conflict in our thinking not so long ago, with 
an objective market research made by our outside counsel on a product 
that we have had in our business for seventy years. We thought we knew 
all the answers. Their findings were the direct antithesis of our own think¬ 
ing, and they 'were right, as was subsequently proven. I do think you have 
a responsibility, as chief executive officer of your corporation, to determine 
as best you can in advance that the product you contemplate is what the 
customer wants, that it is in the form he wants it, that it is packaged the 
way he wants it, that you are going to make it available to him at the time 
and the place he wants it. Those things are all-important. 

We have touched a lot of bases here very briefly. All of them are im¬ 
portant. Let me underscore this: Not one of them can be ignored. The 
future can be a big headache or a lot of fun. I think it will be exactly what 
we make it. But one thing I think is both obvious and certain, and that is 
this: Management has the greatest opportunity in history to achieve either 
great success or colossal failure. 
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Bank Manual on Automobile Financing—Dealer Plan. American Bankers Assn., 12 
E. 36th St., New York 16, N. Y. $1.00. 

Bank Manual on Installment Loans. American Bankers Assn., 12 East 36th St., New 
York 16, N. Y. $1.00. 

Business Finance and Banking. N. H. Jacoby and R. J. Saulnier. National Bureau of 
Economic Research, 1819 Broadway, New York 23, N. Y. 1947. 241 pp. $3.50. 
Capital Requirements for Financing Installment Receivables. Albert R. Miller, Jr. 
National Foundation for Consumer Credit, Inc., 1627 K St, N. W., Washington 
6, D. C. 1956. 69 pp. 

Consumer Credit and Economic Stability. Rolf Nugent. Russell Sage Foundation, 130 
E. 22nd St., New York 10, N. Y. 1939. 420 pp. Out of print. 

Consumer Credit Course. Frank Parker. University of Pa., Philadelphia, Pa. 1951, 
$5.50. 

Consumer Credit Workshop. High School Level. National Foundation for Consumer 
Credit, 1627 K St., Washington 6, D. C. Single copies: 30c. Quantity prices. 
Consumer Credit Facts for You. Wallace P. Mors. Bureau of Business Research, 
Western Reserve University, 167 Public Square, Cleveland 6, Ohio. 32 pp. 30c. 
Consumer Finance Facts and Figures and Consumer Finance Costs and Charges. Two 
Summaries. National Consumer Finance Assn., 315 Bowen Bldg., Washington 5, 
D. C. 1955 edition. On request. 

Consumer Finances Over the Life Cycle. Survey Research Center, University of 
Michigan, Ann Arbor, Mich. 

Consumer Installment Lending Directory, 1955. A list of banks with consumer install¬ 
ment loan functions, and types of loans made. American Bankers Assn. Install¬ 
ment Credit Commission, 12 E. 36th St., New York 16, N. Y. $10.00. 

Consumer Installment Loans. W. David Robbins. Bureau of Business Research, Ohio 
State University, Columbus, Ohio. Concerns cash loans from consumer finance 
companies, commercial banks, and credit unions. 1955. 168 pp. $3.50. 


*(This bibliography was prepared on behalf of the Steering Committee of the Na¬ 
tional Conference on Consumer Credit by Alan S. Jeffrey, Assistant to the Executive 
Vice President, American Finance Conference.) 
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Cooperative Consumer Credit. M. R. Neifeld. Harper & Bros., 49 E. 33rd St, New 

Yorks N. Y. 1936. 176 pp. 

Credit Management Year Book. Compiled by A. Leonidas Trotta, and published 
annually by Credit Management Div., National Retail Dry Goods Assn., 100 W. 
31st St., New York 1, N. Y. 

Credits and Collections in Theory and Practice. Theodore Beckman and Robert Bar¬ 
tels. McGraw-Hill, 330 W. 42nd St, New York 18, N. Y. 1949. 780 pp. $6.00. 

Credit Unions—Basic Cooperatives. Jerry Voorhis. The Cooperative League of the 
U. S. A., 343 S. Dearborn St., Chicago 4, Ill. 1949. 44 pp. 35c. 

Development of the Sales Financing Industry in the United States. Thomas W. Rogers 
with assistance of Robert E. Kilbride. American Finance Conference,^ 176 W. 
Adams St., Chicago 3, Ill. Prepared for the use in course, “Financial Institutions,” 
at University of Kansas, Spring Semester, 1954. Supplemented by seminar dis¬ 
cussion during the class period on April 20, 1954. Sent on request. 

Direct Automobile Financing. American Bankers Assn., 12 East 36th St., New York 
16, N. Y. $1.00. 

Easy Credit Can Be Tough. Thomas W. Rogers, American Finance Conference, 176 
W. Adams St., Chicago 3, Ill. Contains statistical materials and basic approach to 
automobile buyer equity. 1955, Sent on request. 

The Economic Implications of Consumer Plant and Equipment—A Study in Econom^ 
ics of Installment Buying. Reavis Cox and Ralph F. Breyer. National Foundation 
for Consumer Credit, Inc., 1627 K St, N. W., Washington 6, D. C. 1945. 71 pp. 
$2.00 (doth). $1.00 (paper). 

The Economics of Consumer Debt. (Studies in Business Economics, No. SO). National 
Industrial Conference Board, Inc., 460 Park Ave., New York 22, N. Y. 1955. 84 
pp. $1.50. 

The Economics of Installment Selling, (two volumes). Edwin R. A. Seligman. Harper 
& Bros., New York City, N. Y. 1927. 

Equity Position of Automobile Buyers on Terms Longer than 24 Months. American 
Finance Conference, 176 W. Adams St., Chicago 3, Ill. 19S5. Sent on request. 

Factors Apecting the Demand for Consumer Installment Sales Credit. Avram Kissel- 
goff. National Bureau of Economic Research, Technical Paper No. 7, 1819 Broad¬ 
way, New York 13, N. Y. 70 pp. $1.50. 

Facts You Should Know About Borrowing. Association of Better Business Bureaus, 
723 Chrysler Bldg., New York, N. Y. Also available from Better Business Bureaus 
in cities throughout U.S. 16 pp. 10c. 

Farm Equipment Financing. American Bankers Assn., 12 East 36th St., New York 
16, N, Y. $1.00. 

Financial Institutions. Erwin W. Boehmler, Roland I. Robinson, Frank H. Gane, and 
Loring G. Farwell. Richard D. Irwin, Inc., Homewood, Ill. 1951. 672 pp. $7.50. 

The Folly of Installment Buying. Roger W. Babson. Frederick A. Stokes Co., New 
York, N. Y. 1938. $1.50. 

The Growth of An Idea. William J. Cheyney. Presents a philosophy toward consumer 
credit as an important influence in raising the general level of living. The Na¬ 
tional Foundation for Consumer Credit, Inc., 1627 K St., N. W., Washington 6, D. 
C. 1952. 67 pp. $2.00. 

Borne Appliance Financing. American Bankers Assn., 12 East 36th St., New York 16, 
N.Y. $1.00. 

How to Write Good Credit Letters. W. H. Butterfield. National Retail Credit Assoda- 
tion, 375 Jackson Ave., St. Louis 5, Mo. 128 pp. $2.25. 

Income of the American People, MiEer. John Wiley & Sons, Inc., 440 Fourth Ave., 
New York 16, N.Y. 

Industrial Banking. Margaret Grobben. Consumer Credit Institute of America, Inc., 
New York, N. Y. 1940. Out of Print. 

Installment Credit. American Institute of Banking, 12 East 36th St., New York 16, 
N. Y. 1954, 321 pp. $4.50. (Sold only to banks.) 

Important Steps in Retail Credit Operation. Clyde Wm. Phelps. National RetaE 
Credit Association, 375 Jackson Ave., St. Louis 5, Mo. 76 pp. $1.50. 

Installment Loans to Small Business. American Bankers Assn., 12 East 36th St., New 
York 16, N. Y. $1.00. 
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Installment Mathematics Handbook. Milan V. Ayres. The Ronald Press Co., 15 East 
26th St., New York 10, N. Y. 1946. 267 pp. $10.00 A handbook for use in 
making loans. 

Key to a Better Life. American Finance Conference, 176 W. Adams St, Chicago 3, 
Ill. 1955. A fact-book of the automobile sales financing industry. Sent on request. 

Know Your Earnings on Installment Loans. American Bankers Assn., 12 East 36th St., 
New York 16, N. Y. 25c. 

Life Insurance Fact Book. Institute of Life Insurance, 488 Madison Ave., New York 
22, N. Y. Annual. Contains a table on credit life insurance in force. Single copies 
on request. 

Mobile Homes. Taylor W. Meloan. Indiana University School of Business, Study No. 
37. Richard D. Irwin, Inc., Homewood, Ill. 1954. 

Neijeld’s Guide to Installment Computations. M. R. Neifeld. Mack Publishing Co., 
Easton, Pa. 1951. 410 pp. $6.00. 

Personal Finance. Elvin F. Donaldson, The Ronald Press Co., New York, N. Y. 1956. 
$6.00. 585 pp. 

Physicians and De7itists Credit and Collection Manual. Leonard Berry. National Re¬ 
tail Credit Association, 375 Jackson Ave., St. Louis 5, Mo. 64 pp. $2.00. 

Productivity Measurements and Training Techniques for Credit Departments. Credit 
Management Div. National Retail Dry Goods Assn., 100 W. 31st St., New York 
1, N. Y. Complete report of the session and open forum discussions, of the CMD 
session of the 42nd Annual NRDGA convention. 

101 Profitable Time and Money Saving Ideas. Credit Management Div., National 
Retail Dry Goods Assn., 100 W. 31st St., New York 1, N. Y. 

Ratios of the Installment Sales Finance and Small Loan Companies. Elmer E. Schmus, 
Vice President and Cashier, The First National Bank of Chicago, Ill. June, 1955. 
27 pp. On request. 

Rebate of Installment Loan Charges. American Bankers Assn., 12 East 36th St., New 
York 16, N. Y. 25c. 

Regulation W: Experiment in Credit Control. University of Maine Studies. Robert 
Paul Shay. University of Maine Library, Orono, Maine. Second series. No. 67. 
April, 1953. $1.50. 

Retail Collection Procedure and Effective Collection Letters. Leonard Berry. National 
Retail Credit Association, 375 Jackson Ave., St. Louis 5, Mo. 80 pp. $2.00. 

Retail Credit Fundamentals. Clyde Wm. Phelps. National Retail Credit Assn., 375 
Jackson Ave., St. Louis 5, Mo. 390 pp. $5.00. 

Retail Credit Management. Clyde Wm. Phelps. National Retail Credit Assn., 375 
Jackson Ave., St. Louis 5, Mo. 477 pp. $5.00. 

Retail Credit Manual. J. Gordon Dakins. Credit Management Div., National Retail 
Dry Goods Assn., 100 W. 31st St., New York, N. Y. A credit reference book for 
credit sales executives. 

Roster of Consumer Finance Companies in the United States. National Consumer 
Finance Association, 315 Bowen Bldg., Washington 5, D. C. 295 pp. $6.00. 

Streamlined Letters. Waldo J. Marra. National Retail Credit Assn., 375 Jackson 
Ave., St. Louis 5, Mo. 464 pp. $5.00. 

Streamlining Your Installment Credit Department. American Bankers Assn., 12 East 
36th St., New York 16, N. Y. $1.00. 

Studies in Consumer Installment Financing. National Bureau of Economic Research, 
1819 Broadway, New York 23, N. Y. 

No. 1. Personal Finance Companies and Their Credit Practices. Ralph A. 
Young and Associates. 1940. 160 pp. Out of Print. 

No. 2. Sales Finance Companies and Their Credit Practices. Wilbur C. 
Plummer and Ralph Young. 1940. 324 pp. $3.00. 

No. 3. Commercial Banks and Consumer Installment Credit. John M. Chap¬ 
man & Associates. 1940. 342 pp. $3.00. 

No. 4. Industrial Banking Companies and Their Credit Practices. Raymond 
J. Saulnier. 1940. 216 pp. $2.00. 

No. 5. Government Agencies of Consumer Installment Credit. Joseph D. 
Coppock. 1940. 215 pp. Out of Print. 
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No. 6. The Pattern of Consumer Debt. Blanche Bernstein. 1935-36. 1940. 
256 pp. ^2.50. 

No. 7. The Volume of Consumer Installment Credit. Duncan McC. Holt- 
hausen and Associates. 1929-38. 1940. 158 pp. $1.50. 

No. 8. Risk Ekfnents in Consumer Installment Financing. David Durand. 
1941. General Edition. 128 pp. $1.50. 

No. 9. Consumer Installment Credit and Economic Fluctuations, Gottfried 
Haberler. 1942. 232 pp. Out of print. 

No. 10. Comparative Operating Experience of Consumer Installment Finan¬ 
cing Agencies and Commercial Banks, 1929-1941. Ernst A. Dauer. 1944. 
240 pp. $3.00. 

Studies in Consumer Credit. Clyde Wm. Phelps. Commercial Credit Co., Baltimore, 
Md. On request. 

No. 1. The Role of the Sales Finance Companies in the American Economy. 
1952. 87 pp. 

No. 2. Installment Sales Financing: Its Services to the Dealer. 1953. 99 pp. 
No. 3. Financing the Installment Purchases of the American Family. 1954. 
105 pp. 

No. 4. Using Installment Credit. 1955. 80 pp. 

Successful Credit Department Letters. National Retail Credit Assn., 375 Jackson Ave., 
St. Louis 5, Mo. 32 pp, $1.50. 

Survey of Bank Credit to the Finance Industry and to Consumers. Supplement No. 1, 
1954. Robert Morris Associates, 1417 Sansom St., Philadelphia 2, Pa. 10 pp. 
$2.50. Original study out of print. 

A Teacher Resource Unit. High School Level. National Foundation for Consumer 
Credit, 1627 K St., Washington 6, D. C. Companion unit to Consumer Credit 
Workbook. Single copies: 30c. Quantity prices. 

Trends in Consumer Finance. M. R. Neifeld. Mack Publishing Co., Easton, Pa. 1954. 
138 pp. $6.00. 

Using Consumer Credit. A unit for high school students. Consumer Education Series, 
No. 9. National Association of Secondary School Principals, 1201 Sixteenth St., 
N. W., Washington 6, D. C. Revised Edition. 1955. 50c. 

Using Our Credit Intelligently. Study Unit for Secondary Schools. National Founda¬ 
tion for Consumer Credit, 1627 K St., N .W., Washington 6, D. C. 1956. 54 pp. 
$1.30 for school use; $2.00 for others. 

Usury in Mississippi. Mississippi Economic Council. 24 pp. Jan., 1956. A factual 
study of usury as developed under the system of “brokering” small loans. 

What are Credit Unions and How Can We Use Them? A high school study unit. 
Credit Union National Assn., Public Relations Dept., Filene House, Madison 1, 
Wis. 


11. SELECTED PUBLISHED ARTICLES—GENERAL 

“Analyzing and Controlling Consumer Loan Costs.” Gilbert W. Urban. Burroughs 
Clearing House. Jan. 1956. A plan that helps management to appraise staff eJBS- 
ciency and the profit in various types of loans. 

“Another View on the Origin of Dealer Participation in Automobile Finance Charges.” 
Russell Hardy. Reprint from the Indiana Law Journal. Spring, 1955 issue. Vol. 
30. No. 3. 

“An Introduction to Credit and Collections.” Francis J. Calkins. Time Sales Financing. 
Vol 16, No. 13, Sept., 1952. American Finance Conference, 176 W. Adams St, 
Chicago 3, Ill. 

“At the Turn of the Year Where We Are and Where We’re Headed.” NCFA Staff. 
Consumer Finance News, Vol. 40, No. 7, Jan., 1956, National Consumer Finance 
Association, 315 Bowen Bldg., Washington 5, D. C. 

“Bank Credit and Borrowings by Finance Companies.” Vincent Yager and William T. 
Taylor. Reprint of two addresses given at the National Credit Conference of the 
American Bankers Association. Jan. 26-28, 1953. 

“A Banker Looks at Sales Financing.” Elmer E. Schmus. Address before the 20th 
annual convention of the American Finance Conference, 176 W. Adams St., Chi¬ 
cago, Ill. Nov. 18, 1953. 
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“The Bankruptcy Court” William B. Woods. Consumer Finance News, Vol. 38, No. 
4 Oct., 1953. National Consumer Finance Association, 315 Bowen Bldg., Wash¬ 
ington 5, B. C. 

“The Changing Consumer Market.” Charles E. Silberman, Consumer Finance News. 
Vol. 39, No. 11, May, 1955. National Consumer Finance Association, 315 Bowen 
Bldg., Washington 5, D. C. 

“Consumer Credit and Individual Indebtedness.” Loughlin F. McHugh, Time Sales 
Financing. (Reprint from Survey of Current Business, U. S. Dept, of Commerce, 
April, 1953.) Vol. 17, No. 5, May, 1953. American Finance Conference, 176 W. 
Adams St., Chicago 3, Ill. 

“Consumer Credit in our Economy.” Speech by Dr. M. R. Neifeld. Delivered at State 
Consumer Credit Conference, Colorado State College, 1955. 

“Consumer Credit Big—But Still Sound.” NCFA Staff. Consumer Finance News. 
Vol. 40, No. 4, Oct., 1955. National Consumer Finance Association, 315 Bowen 
Bldg., Washington 5, D. C. 

“Consumer Finance and the American Way of Life.” John L. Mentz. Consumer 
Finance News. Vol. 40, No. 1, July, 1955. National Consumer Finance Associa¬ 
tion, 315 Bowen Bldg. Washington 5, D. C. 

“The Consumer Finance Business in Greater Flint.” The Work We Live By in 
Greater Flint. Published by the Flint Board of Education as a BaHenger Chair 
Project. Vol. 6, 1955, 12 pp. 

“Consumer Finance Company Charges: I and 11.” Clyde Wm. Phelps. Journal of 
Marketing. April, 1952, pp. 397-408, and July, 1952, pp. 22-36. American Mar¬ 
keting Association, 1525 East 53rd St., Chicago 15, Ill. 

“Consumer Finance Companies as a Marketing Influence.” Paul L. Selby, Consumer 
Finance News. Vol. 39, No. 10, April, 1955. National Consumer Finance Associa¬ 
tion, 315 Bowen Bldg., Washington 5, D. C. 

“Consumer Knowledge of Installment Credit Charges.” Jean Mann Due. Journal of 
Marketing. Oct., 1955, pp. 162-166. American Marketing Association, 1525 E. 
53rd St., Chicago 15, Ill. 

“Credit as an Aid to Merchandising.” A. L. Trotta. Chapter XXII, Merchandising 
the Smaller Store. Published by the Smaller Stores Div., National Retail Dry 
Goods Association, 100 W. 31st St., New York 1, N. Y. 

“Creditors’ Insurance Under Group and Allied Plans.” Edmund B. Whittaker. The 
Record. American Institute of Actuaries, 1937. Vol. 26, No. 53 and 54. 

“Credit Standings of Occupational Groups.” Robert S. Hancock. Current Economic 
Comment. University of Illinois, Champaign-Urbana, Ill. Vol. 14, No. 3, Aug., 
1952. (Reprinted in Time Sales Financing, Vol. 16, No. 15, Nov., 1952. American 
Finance Conference, 176 W. Adams St., Chicago 3, Ill.) 

“Dealers and Their Finance Connections.” Paul H. Brown. Time Sales Financing. 
Vol. 18, No. 11 and 12, Nov.-Dee., 1954. American Finance Conference, 176 W. 
Adams St., Chicago 3, Ill. 

“A Dealer Talks to the Bankers.” Frank H. Yamall. Time Sales Financing. Mar. 22, 
1955. Vol. 19, No. 4, April, 1955. American Finance Conference, 176 W. Adams 
St., Chicago 3, Ill. 

“Don’t Be Ashamed of Buying ‘On Time.’ ” American Home, May, 1955. (Reprinted 
by the American Finance Conference, 176 W. Adams St., Chicago 3, lU.) 

“Down Payments and Terms.” Time Sales Financing. Vol. 19, No. 7, July, 1955. 

American Finance Conference, 176 W. Adams St., Chicago 3, Ill. 

“The Economics of Consumer Credit.” Robert Bartels. Time Sales Financing. Vol. 
18, No. 9, Sept., 1954. American Finance Conference, 176 W. Adams St., Chi¬ 
cago 3, lU. 

“Educating New Executives.” Time Sales Financing. Vol. 18, No. 4, April, 1954. 

American Finance Conference, 176 W. Adams St., Chicago 3, Ill. 

“Federal Reserve Official Against Selective Consumer Credit Rein.” Delos C. Johns, 
Consumer Finance News. Vol. 39, No. 10, April, 1955. National Consumer 
Finance Association, 315 Bowen Bldg., Washington 5, D. C. 

“Finance Charges—Pre-Payments and Rebates—Collections and Repossessions.” Time 
Sales Financing. Vol. 19, No. 10, Oct., 1955. American Finance Conference, 176 W. 
Adams St., Chicago 3, Ill. 
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“How to Budget Family’s Installment Purchasing.” Thomas W. Rogers, Reprint from 
Sales Credit News. VoL 3, No. 4, July, 1953. American Finance Conference, 176 
W. Adams St., Chicago 3, III. 

“Good Letters—Key to Collections.” Time Saks Fmancing. Vol. 16, No. 8, April, 
1952, Part IL American Finance Conference, 176 W. Adams St., Chicago 3, Ill. 
“How Much is Too Much Private Debt.” Thomas W. Rogers. Time Sales Financing. 
Voi. 17, No. 5, May, 1953. American Finance Conference, 176 W. Adams St., 
Chicago 3, Ill. 

“Income Determination for Sales Finance Companies.” Robert W. Johnson and 
Robert H. Gregor>’. Time Sales Financing. Vol. 17, No. 9, Sept., 1953. American 
Finance Conference, 176 W. Adams St., Chicago 3, Ill. (Reprinted from Journal 
of Business, April, 1953.) 

“Installment Credit and Automobile Oivnership.” Thomas W. Rogers. Time Sales 
Financing. Vol. 16, No. 12, Aug., 1952. American Finance Conference, 176 W. 
Adams St., Chicago 3, Ill. 

“Installment Credit Principles Reconsidered.” Clyde Wm. Phelps. Journal of Market¬ 
ing. Jan., 1938, pp. 219-225. American Marketing Association, 1525 E. 53rd St., 
Chicago 15, III 

“Installment Credit Enters New Field.” Tide. Jan. 28, 1956. 2160 Patterson St., 
Cincinnati 22, Ohio. 

“Keep a Weather Eye on Your Ratios.” R. B. Scott. Time Sales Financing. Vol. 16, 
No. 10, June, 1952. American Finance Conference, 176 W. Adams St., Chicago 3, 
Ill. 

“Marketing Research Pays Off.” Edited by Henry Brenner, Pres., Home Testing 
Institute, Inc., 1955. 

“Mr. Consumer USA.” NCFA Staff, Consumer Finance News. Vol. 39, No. 4, Oct., 
1954, National Consumer Finance Association, 315 Bowen Bldg., Washington 5, 
D. C. 

“Monopolistic and Imperfect Competition in Consumer Loans.” Clyde Wm. Phelps. 
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“New Horizons for Consumer Credit.” Lawrence C. Lockley, Consumer Finance 
News. Vol. 39, No. 10, April, 1955. National Consumer Finance Association, 315 
Bow'en Bldg., Washington 5, D. C. 

“New Trends in Retail Credit.” A. L. Trotta. Changing Patterns in Retailing. John 
W- Wingate and Arnold Corbin. Part VIII. Section C, Chapter 43. Richard D. 
Irwin, Inc., Homewood, lU. 

“The Outlook for Consumer Durables and Consumer Credit.” Ernst A. Dauer. 
Consumer Finance News. Vol. 39, No. 7, Jan. 1955. National Consumer Finance 
Association, 315 Bowen Bldg., Washington 5, D. C. 
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“A Practical Lesson in Consumer Credit.” Robert W. Johnson. Consumer Finance 
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“Raising Capital Funds Through the Use of Debentures.” Emil E. Kostner. Time 
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Consumer Fina^ice News. Vol. 40, No. 3, Sept., 1955. National Consumer Finance 
Association, 315 Bowen Bldg., Washington 5, D. C. 

“Safety Factors in Automobile Financing.” E. P. Latimer. Time Sales Financing. Vol. 
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“The Small Loan Business-Saint or Sinner?” Dr. Karl G. Pearson. Business Educa^ 
tion World. Jan., 1954. Report of a personal investigation of small loan com¬ 
panies’ policies, practices, services, costs, and charges. 

“State Laws Hamper Procedural Economies.” American Banker. Oct. 27, 1955. Amer¬ 
ican Banker, Inc., 32 Stone St., New York 4, N. Y. 

“State of New York Banking Department Special Report of the Superintendent of 
Banks on Licensed Lenders.” 1946. An analysis of earnings and expenses of 
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“Student Experience in Consumer Finance.” Carolyn Clark. Consumer Finance News. 
Vol. 39, No. 2, Aug., 1954. National Consumer Finance Association, 315 Bowen 
Bldg., Washington 5, D. C. 

“Subordinated Debentures: Debt that Serves as Equity.” Robert W. Johnson. Reprint 
from The Journal of Finance. Vol. X, No. 1, March, 1955. 

“Teaching the Kids How Business Works.” Robert B. Johnson. Time Sales Financing. 
Vol. 17, No. 4, April, 1953. American Finance Conference, 176 W. Adams St, 
Chicago 3, Ill. 

“Violations of Bankruptcy Laws.” Joseph E. Newton. Consumer Finance News. 
Vol. 38, No. 6, Dec., 1953. National Consumer Finance Association, 315 Bowen 
Bldg., Washington 5, D. C. 
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III. PROCEEDINGS—CONSUMER CREDIT CONFERENCES 
—NATIONAL CONFERENCE ON CONSUMER CREDIT SERIES 
—MICHIGAN CONSUMER CREDIT CONFERENCE SERIES 
—MISCELLANEOUS CONFERENCES 

1. National Conferences 

Ohio State University, Columbus, Ohio. March 23 & 24, 1948. 

Proceedings. Ohio State University Publications—College of Commerce Conference 
Series—No. C-S3. 162 pp. Out of Print. 

Contents included the following papers and addresses: 

“The Consumer Credit Structure”—Thomas W. Rogers 
“Consumer Credit Volume”—^Albert Haring 

“What Consumer Credit Does for Production”-—^William J. Cheyney 
“What Consumer Credit Does for Distribution”-—^J. Gordon Dakins 
“What Consumer Credit Does for the Wage Earner and the Standard of Living” 

—Donald F. McClure 

“Contribution of Consumer Credit to the Economic Training of the Individual”— 
Thomas W. Doig 

“Federal Regulation of Consumer Credit”—^Theodore N. Beckman 
“Self-Regulation of Consumer Credit”—^Robert Bartels 
“State Regulation of Consumer Credit”—^James B. McMahon, Jr. 

“Credit in Business”—Henry H. Heimann 
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Business Administration—^Vol. 48, No. 76. 212 pp. Out of Print. 
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“Consumer Credit and Distribution Today”—^Manfred I. Behrens, Jr. 

“A Summary Review of the Laws Governing Consumer Credit”—^Thomas W. Rogers 
“Measurement of Consumer Credit”—^Horner Jones 

“Business Outlook, 1951 and Beyond, and the Role of Consumer Credit”—S. 
Morris Livingston 

“The Qualitative Analysis of the Demand for Installment Sales Credit”—^Avram 
Kisselgoff 

“The Effect of Consumer Credit on Business Fluctuations”—^Emst A. Dauer 
“Consumer Credit and the Family”—^Reavis Cox 

Panel Discussions on “Interpretation of Consumer Credit Measurements” and 
“Demand-Supply of Consumer Credit and Economic Stability.” 
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Lehic^h University, Bethlehem, Pa. May 24 & 25, 1951. Proceedings. 

The College of B'usiness Administration. 165 pp. $1.00. 
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^‘What We Don’t Know About Consumer Credit”—M. R. Neifeld 

“An Appraisal of Regulation W”—^David C. Melnicoff 

“Regulation W in Relation to Retail Installment Credit”—Albert Haring 
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“Consumer Credit Courses in High Schools”—Fred Kane 
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“The Retailer is in the Business of Moving Merchandise”—Clarence E. Wolfinger 
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“Economics of Constructive Consumer Credit”—Emil Leffler 
“Installment Credit and Automobile Ownership, in the United States, 1946-51”— 
Thomas W. Rogers 

‘‘Consumer Credit and the Public”—Mike Monroney 

“Revolving Credit—Good for Both Customer and Store”—S. C. Patterson 

“Recent Bank Experience with Consumer Credit”—Paul Welch 

“Sales Credit Company Operations”—R. Earl O’Keefe 

“An Analysis of Factors in Granting Credit”—E. F. Wonderlic 

Panel Discussion on Regulation W 

New York University, New York, N. Y. April 8-10, 1953. Proceedings. 

“Role of Consumer Demand and Consumer Credit.” New York University Business 
Series—^Schools of Business—14. 
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“Can Consumer Spending Compensate for Stabilized or Decreased Defense 
Spending?”—Martin Gainsbrugh 

“Consumer Buying Changes and Employment Levels”—Jules Backman 
“Values and Dangers of Consumer Credit for Lower Income Groups”—^Helen 
Hall 

“Discretionary Income and the Use of Consumer Credit”—^Arno H. Johnson 
“The Institutional Acceptance of Consumer Credit”—^William J. Cheyney 
“Measuring the Consumers’ Ability and Willingness to Buy”—Stahrl Edmunds 
“More Effective Use of Consumer Credit by Manufacturers”—Anthony E. Cascino 
“Can Distributor-Wholesalers Expand Volume with Greater Use of Consumer 
Credit?”—J. Henry Wendt 

“Consumer Credit as a Tool to Expand Retail Sales”—Solomon Edelman 
“How Banks can Develop the Use of Consumer Credit”—Edward Donohoe 
“The Role of Advertising in the Enlarged Utilization of Consumer Credit” 
—Robert B. Barton 

“Tax Reduction and the Consumer’s Ability to Borrow”—^John K. Langum 
“Restrictive and Regulatory Obstacles to Consumer Credit”—Edgar T. Higgins 
“The Economic Basis for a Further Expansion of Consumer Credit”—Jules I. 
Bogen 

“How Consumer Credit Can Promote World Well-Being”—G. Rowland Collins 
Panel on “Consumer Credit After the Defense Spending Peak” 

University of Southern California, Los Angeles, Cal. Oct. 7 & 8, 1954. 

“Moving Production and Stabilizing Employment Through Consumer Credit.” 
University of Southern California Press. 106 pp. $1.00. 

Contents included the following papers and addresses: 

“What is Consumer Credit?”—^William J. Cheyney 
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“Commercial Banks and Consumer Credit”—Carl A. Bimson 
“The Impact of Consumer Credit on Production and Employment”—^Theodore 
Kreps 

“Industrial Banking’s Aid to Industry”—^Myron R. Bone 
“Credit Unions—Consumer Credit Operated by Consumers”—^W. B. Tenney 
“Consumer Finance Companies as a Market Influence”—Paul L. Selby 
“Merchandise and Service Charge Accounts”—Arthur E. Kaiser 
“The Credit Bureau’s Contribution to Sound Credit”—Harold A. Wallace 
“How People Use Retail Store Installment Credit”—Roscoe R. Rau and Albert 
Haring 

“New Horizons for Consumer Credit”—^Lawrence C. Lockley 
“Installment Sales and Automobile Distribution”—Thomas W. Rogers 
“Consumer Credit in an Expanding Market”—Robert R. Dockson 
University of North Carolina, Chapel Hill, North Carolina. April 3-5, 1955. School 
of Business Administration. “Consumer Credit in an Expanding Economy.” 
97 pp. $1.00. 

Contents included the following papers and addresses: 

“Business Prospects for 1955”—Roy L. Reierson 

“The Economic Influence of Consumer Credit in Use”—^Paul M. Mazur, William 
J. Cheyney, Ernst A. Dauer, Sidney E. Rolfe 
“Consumer Credit and the Consumer”—George Katona, Albert Haring, Thomas 
W. Rogers, Robert G. Trosper 
“Practical Values of the Liberal Arts”—^Robert Burton House 
“Attitudes Toward Consumer Credit”—Paul L. Selby, George Hammond, Wm. 

Hays Simpson, Josephine Kremer, Harold A. Wallace 
“Education About Consumer Credit”—Emil Leffler, Virgil B. Wiley 
“Industry Views About Consumer Credit”—Edwin P. Latimer, Don L. Jordan, 
James P. McMillan, Linton Overstreet 

“The Expanding South”—Lewis M. Smith, Thomas C. Boushall, Frank Parsons, 
B. U. Ratchford 

2. Michigan Consumer Credit Conferences 

Michigan Consumer Credit Conference, Albion College, Albion, Mich. April 22 and 
23, 1952. Proceedings. The Consolidated Reporting Co., 303 Fourth Ave., New 
York 10, N. Y. 

Contents included the following papers and addresses: 

“The Nature, Scope and Expansion of Consumer Credit”—Thomas W. Rogers 
“The Market for Consumer Credit: Demand and Supply”—Ernst A. Dauer 
“The Relationship Between Distribution and Credit”—C. R. Brogan 
Panels on “Social Implications of Consumer Credit” and “What Controls Con¬ 
sumer Credit? How do I get it? How much can I get? Are there 
justifiable limits?” 

Michigan Consumer Credit Conference, Albion College, Albion, Mich. May 5 and 6, 
1953. Proceedings. The Consolidated Reporting Co., 303 Fourth Ave., New York, 
10, N. Y. 

Contents included the following papers and addresses: 

“Economic Factors Specifically Related to Consumer Credit”—^Robert Bartels 
Panels on “Safety Factors in Lending and Extending Credit,” “As Others See Us” 
and “How are We Educating the Public?” 

Third Michigan Consumer Credit Conference, Albion College, Albion, Mich. May 
4-5, 1954. Proceedings. • 

Contents included the following papers and addresses: 

“Consumer Credit—Its Place in the Nation”—^Dr. Theodore A. Andersen 
“Consumer Credit—^In Principle and Practice”—^Dr. M. R. Neifeld 
“Consumer Credit at Work Abroad”—^Paul L. Selby 

“The Place of Consumer Credit in the College Curriculum”—^Dr. Miller Upton 
“Government Fiscal Policy and Its Effect on Consumer Credit”—^Dr. Paul W. 
McCracken 

Panels on “Consumer Credit—Constructive Promotion of Goods and Services” 
and “Consumer Credit—^Vital to Consumer Well-Being” 
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Fourth ]\Iichigan Consumer Credit Conference, Albion College, Albion, Mich. May 

4-5, 1555. Proceedings, 

Contents included the following papers and addresses: 

‘‘Economics for Today s Living”-— Raymond Rodgers , „ t 

“Consumer Credit, Consumer Assets, and Consumer Behavior Dr. James JN. 

Morgan 

“Looking Ahead in Consumer Credit”—Zola Rosenfeld a nni. 

Panels on “Consumer Credit and the American Family, What s Ahead—The 
Challenge of Tomorrow” and “Education in the Area of Consumer Credit. 

3. HHsceUaneous Conferences. , i . tt • 

Proceeding's of the Consumer Credit Conference. Sponsored by Washington University 
School of Business and Public Administration and University College, in coopera¬ 
tion with Missouri Consumer Finance Association. Washington University, St 
Louis 5, Mo. Annual. 

Installment Credit Clinic. Proceedings of the New York State Bankers Association, 
The Consolidated Reporting Co., 303 Fourth Ave., New York 10, N. Y. Annu^ 
histalbm'nt Lending Conference. Proceedings of Illinois Bankers Association. The 
Consolidated Reporting Co., 303 Fourth Ave., New York, N. Y. Annual. 
Proceedings. The University of Rochester Consumer Credit Conference. April 21, 
1955. Sponsored by Dept, of Economics and Business Admn., The University of 
Rochester, Rochester 2, N. Y. 

Proceeding's of Seminar in Consumer Credit Management. Nov. 13, 20, 27, and 
Dec. 4, 11, 18, 1951. Columbia University, Graduate School of Business, New 
York, N. Y. ... . ^ 

Annual Consumer Credit Symposium. Compilation of articles and papers reprinted 
from various sources, published by The Consolidated Reporting Co., 303 Fourth 
Ave., New York 10, N. Y. 

Annual Proceedings of National Installment Credit Conferences. Speeches and papers 
at annual National Installment Credit Conference of the American Bankers Assn., 
Installment Credit Commission, 12 East 36th St., New York 16, N. Y. 

Pennsylvania Educators Symposium on Consumer Credit. Proceedings of a confer¬ 
ence of economists and educators, April 17, 1953, University of Pennsylvania, 3446 
Walnut St., Philadelphia 4, Pa., University of Pennsylvania Bulletin, Vol. LIV, 
No. 1. 

Consumer Credit Confercjice. Proceedings of the Pennsylvania Bankers Association. 

The Consolidated Reporting Co., New York, N. Y. 

Panel Discussion and Question and Ansiver Session on Regulation X and W. Con¬ 
ducted by New York State Bankers Assn., Dec. 6, 1950, Consolidated Reporting 
Co., New York, N. Y, 

Annual Institute of Industrial Banking. Proceedings of American Industrial Bankers 
Association. Consolidated Reporting Co., New York, N. Y. 

The A^inuals of the American Academy of Political and Social Science. Vol. 196. 
1938. Philadelphia, Pa. 

Proceedings of the General Sessions. National Consumer Finance Association 41st 
Annual Convention, Oct. 5-8, 1955. Boston, Mass. Speeches and papers delivered 
at the annual meeting of the members, published by the National Consumer 
Finance Assn., 315 Bowen Bldg., Washington S, D. C. 

IV. FAMILY FINANCE AND MONEY MANAGEMENT 

Consumer Economic Problems, W. Hannon Wilson and Elvin S. Eyster. South- 
Western Publishing Co., Cincinnati, Ohio. 1951. 747 pp. $2.93. 

Consumer Education in Your School (a handbook for teachers and administrators). 
60c,* Managing Your Money, Using Consumer Credit. 35c. The Consumer Edu¬ 
cation Series, National Association of Secondary School Principals (a Div. of the 
National Education Assn., 1201 Sixteenth St., N. W., Washington). 

Consumer Problems. Arch W. Troelstrup. McGraw-Hill Book Co., New York. 
1952. 4SS pp. $5.00. 

The Consumer Investigates. A. B. ZuTavem and A. E. Bullock. The University 
Publishing Co., Lincoln, Nebr. 1950. $3.70. 
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Consumer Living. Fred T. Wilhelms. Gregg Publishing Co., New York. 1951. 
591 pp. $3.20. 

The Consumer's Economic Life. Jessie Graham and Lloyd L. Jones. Gregg 
Publishing Co., New York. 1946. $2.40. 

Education for Installment Buying. Adrian Rondileau. Columbia University, New 
York. 1944. A program for educating consumers in the use of installment credit. 

Family Finance. Howard F. Bigelow. Lippincott, New York. 1953. 502 pp. $5.50. 

Eow to Avoid Financial Tangles. K. C. Masteller. American Institute for Economic 
Research, Great Barrington, Mass. 1950. 159 pp. $1.00. 

How to Live Within Your Income. J. K. Lasser and Sylvia Porter. Simon and 
Schuster, New York. 1948. 120 pp. $1.00. 

How to Plan Your Financial Security. Lawrence Washington, McGraw-Hill Book 
Co. (Whittlessey House), New York. 1949. 265 pp. $3.50. 

Managing For Effective Living. Mildred C. Klohr and Margaret R. Goodyear. John 
Wiley and Sons, Inc., New York. 1954. 344 pp. $4.00. 

Managing Personal Finances. David J. Jordan and Edward F. Willett. Prentice-Hall, 
Inc., New York. 1951. 381 pp. $6.00. 

Managing Your Money. J. K. Lasser and Sylvia Porter. Holt and Co., New York. 
1953. 430 pp. $5.00. (Text: $4.00). 

Money Management. Household Finance Corp., Consumer Education Dept., Chicago 
11, Ill. 10c ea. Series of booklets on budgeting and managing family income. 

Personal Finance. Elvin F. Donaldson. Ronald Press Co., New York. 1948. 584 
pp. $4.50. 

Personal Finance: Principles and Case Problems. Arthur W. Hanson and Jerome B. 
Cohen. Richard D. Irwin, Inc., Homewood, Ill. 1954. 682 pp. $8.00. 

Personal Finances. J. A. Leavitt and Carl O. Hanson. McGraw-Hill Book Co., 
New York. 1950. 374 pp. $3.50. 

Spending for Happiness. Elsie Stapleton. Prentice-Hall, Inc., New York. 1949. 
267 pp. $2.75. 

Your Personal Economics. Augustus Smith, Gladys Bahr, and Fred T. Wilhelms. 
McGraw-Hill Book Co., New York. 1949. 458 pp. $2.40. 

V. SELECTED LEGAL REFERENCES 

Analysis of the Soldiers' and Sailors' Civil Relief Act. American Bankers Assn., 12 
East 36th St, New York 16, N. Y. 2Sc. 

Annotations on Small Loan Laws. F. B. Hubachek. E. L. Hildreth and Co., 
Brattleboro, Vt. 1938. 178 pp. 

Bankruptcy Handbook for Consumer Finance Company Attorneys. National Con¬ 
sumer Finance Association, 315 Bowen Bldg., Washington 5, D. C. 1954. 89 pp. 
$ 1 . 00 . 

Chattel Mortgages in Colorado. Louis A. Hellerstein. The A. B. Hirschfeld Press, 
Denver, Colo. 1956. 194 pp. 

Compilation of Consumer Finance Laws. Roger Barrett. National Consumer 
Finance Assn., 315 Bowen Bldg., Washington, D. C. A compilation of statutory 
and related information as to consumer finance, usury, and related laws including 
saks finance laws (except federal acts and regulations). 1952. 722 pp. $15.00. 

Conditional Sale-Chattel Mortgage Reports. Commerce Clearing House, Inc., 214 
N. Michigan Ave., Chicago 1, Ill. Loose leaf volumes on technical requirements 
for making and enforcing installment sales contracts, kept up to date with re¬ 
placement and supplemental material. $90.00 on one-year basis. 

Consumer Finance Law Bulletin. Roger S. Barrett. National Consumer Finance 
Assn., 315 Bowen Bldg., Washington 5, D. C, Published quarterly. 

“Credit Insurance as A & H.” Arthur J. Cade. Accident and Health Underwriters, 
Nov. 1955. 

Credit Manual of Commercial Laws. The National Association of Credit Men, 229 
Fourth Ave., New York 3, N. Y. Annual reference work for credit and other 
financial management. About 770 pp. 1955. $10.00. 

Credit Unions: Organization, Operation, Questions of Legality. David A. Bridewell, 
Matthew Bender & Co., Inc., 109 State St., Albany 1, N. Y. 2nd ed. 1955. 422 
pp. $4,50. 
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“The Drift Toward a Consumer Credit Code.” F. B. Hubachek. The University 
of Chicago Law Review. University of Chicago Law School, 5750 Ellis Ave., Chicago 
37, III. Vol. 16, Summer, 1949. Shows the increasing similarities in laws govern¬ 
ing the various types of consumer financing agencies. 

Federal Credit Union Act and By-Laws. Federal Security Admn., Bureau of Federal 
Credit Unions, Dept, of Health, Education and Welfare, Washington, D. C. 
“The Fundamental Issues of Consumer Credit Insurance.” Arthur J. Cade. Insurance 
Law Journal. Feb., 1955. 

Index to Legal Literature on Regulation of Consumer Installment Lending and Usury 
Laws. Roger S. Barrett and Charles G. Ulrich. Law Forum of the National Con¬ 
sumer Finance Assn., 315 Bowmen Bldg., Washington, D. C. 1948. 163 pp. $2.00. 
Installment and Conditional Sales Service. Prentice-Hall, Inc., 70 Fifth Ave., New 
York 11, N. Y. Loose Leaf service on laws covering conditional sales contracts. 
Monthly supplements. $84.00 a year for national coverage,* $48.00 a year for 
single states only. 

Legal Digest of Laws, Opinions and Rulings Affecting Industrial Banking Operations. 
Consumer Banking Institute, affiliate of Consumer Bankers Assn., Washington, 
D. C. 1945. Out of print. 

Model Consumer Finance Act. National Consumer Finance Association, 315 Bowen 
Bldg., Washington, D. C. 1948. On request. 

The Loan Shark Problem Today. Duke University School of Law, Duke Station, 
Durham, N. C. Law and Contemporary Problems. Vol. 19, Winter, 1954. 138 

pp. $2.00. 

“Michigan Upholds Time Price Theory.” Deneen A. Watson, Time Sales Financing. 
Vol. XIV, June, 1950. American Finance Conference, 176 W. Adams St., Chicago 
3, Ill. 

“Recent Rulings Show Strict Interpretation of Time Price Theory.” Deneen A. 
Watson, Time Sales Financing. Vol. XIV, Jan.-Feb., 1950. American Finance 
Conference, 176 West Adams St., Chicago 3, Ill. 

Regulation of the Small Loan Business. Rolf Nugent and Louis N. Robinson, Russell 
Sage Foundation, New York, N. Y. 1935. $3.00. 

“Regulation W: Experiment in Credit Control.” Robert Paul Shay. University of 
Maine Studies, Second Series, No. 67. April, 1953. Vol. LV, No. 11. 

“The Sale of Property Upon Credit.” Thomas W. Rogers. Time Sales Financing. 
Vol. VII, Sept.-Dee., 1942. American Finance Conference, 176 W. Adams St., 
Chicago 3, Ill. 

“Sale of Property on an Installment Payment Basis,” Thomas W. Rogers. Time Sales 
Financing. Vol. X, Oct., 1945. American Finance Conference, 176 W. Adams St., 
Chicago 3, Ill. 

“Small Loan Laws and Credit Insurance.” Wallace P. Mors. Insurance Law Journal. 
Dec., 1954. 

Small Loan Laws of the United States. Wallace P. Mors, Bureau of Business Re¬ 
search, Western Reserve University, 167 Public Square, Cleveland 14, Ohio, llth 
edition. Education Pamphlet, No. 2. 1955. 31 pp. 30c. 

Social Background of the Small Loan Business in the United States. Robert W. 

Kelso. University of Michigan, Ann Arbor, Mich. 1948. 

“State Regulation of Retail Installment Financing—^Progress and Problems.” Wallace 
P. Mors. The Journal of Business. Vol 23, Oct. 1950, and Vol. 24, Jan., 1951. 
University of Chicago Press, 5750 Ellis Ave., Chicago 37, III. An evaluation of 
existing retail installment financing laws. 

Suggested Motor Vehicle Sales Finance Act. American Finance Conference. 176 W. 
Adams St., Chicago 3, Ill. On request. 

“The Tie-In Sales of Credit Insurance in Connection with Small Loans and Other 
Transactions.” Report of the Sub-committee on Antitrust and Monopoly Legis¬ 
lation of the Committee on the Judiciary. U. S. Senate. (Langer Report.) 1955. 
“Time Sale or Loan,” Time Sales Financing. Vol. XIX., Jan., 1955. American 
Finance Conference, 176 W. Adams St., Chicago 3, Ill. 

“Time Sale or Loan,” Time Sales Financing. Vol. XIX., March, 1955. American 
Finance Conference, 176 W. Adams St., Chicago 3, Ill. 
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“Time Sellmg and Usury,” Robert L. Oare, Time Sales Financing. VoL XIV, June, 
1950. American Finance Conference, 176 W. Adams St., Chicago 3, Ill. 

Trade Practice Rules Relating to the Retail Installment Sale and Financing of Motor 
Vehicles. Promulgated Feb. 6, 1951. Federal Trade Commission, Washington 25, 
D. C. On request. 

VI. PERIODICALS AND SERVICES 

Each of the periodicals listed regularly or frequently includes articles on consumer 
credit. Association periodicals are listed at prices to non-members. 

AFC Dealer Newsletter. American Finance Conference, 176 W. Adams St., Chicago 
3, Ill. On request. Sent four to six times a year to new and used car dealers. 
American Banker. American Banker, Inc., 32 Stone St., New York 4, N. Y. Daily. 
$20.00 a year. 

Bankers Monthly. Rand McNally & Co., P.O. Box 7600, Chicago 80, lU. Monthly. 
$5.00 a year. 

Banking. American Bankers Association, 12 E. 36th St., New York 16, N. Y. 
Monthly. $5.00 a year. 

Bankings Newsletter. American Bankers Association, 12 E. 36th St., New York 16, 
N. Y. Monthly. $5.00 a year. 

Commercial and Financial Chronicle. Wm. B. Dana Co., 25 Park Place, New York 7, 
N. Y. Twice Weekly. $60,00 a year. 

Consumer Credit Letter. National Research Bureau, Inc., 415 N. Dearborn St., Chi¬ 
cago, 10, Ill. Weekly. $25.00 a year. 

Consumer Credit Statistics. National Foundation for Consumer Credit, Inc., 1627 K 
St., N. W., Washington 6, D. C. Monthly. $5.00 a year. 

Consumer Finance Law Bulletin. National Consumer Finance Association, 315 Bowen 
Bldg., Washington 5, D. C. Quarterly. $3.00 a year. 

Consumer Finance News. National Consumer Finance Association, 315 Bowen Bldg., 
Washington 5, D. C. Monthly. $2.50 a year. 

Credit Currents. National Retail Dry Goods Assn., Credit Management Div., 100 W. 

31st St., New York 1, N, Y. Monthly. $3.00 a year. 

Credit and Financial Management. National Association of Credit Men, 229 Fourth 
Ave., New York 3, N. Y. Monthly. $3.00 a year. 

The Credit Union Bridge. Credit Union National Association, Box 431, Madison 1, 
Wise. Monthly. $2,00 a year. 

Credit World. National Retail Credit Association, 375 Jackson Ave., St. Louis 5, Mo. 
Monthly. $5.00. 

Crowell-Coilier Automotive Survey. Crowell-CoUier Publishing Co., 640 Sth Ave., 
New York, N. Y. Yearly. 

Finance. Finance Publishing Co., 20 N. Wacker Drive, Suite 3110, Chicago 6, Ill. 
Monthly. $5.00 a year. 

Industrial Banker. American Industrial Bankers Association, 1210 Lincoln Bank 
Tower, Fort Wayne, Ind. Monthly. $3.00 a year. 

Installment Retailing. Installment Retailing, Inc., 20 E. 50th St., New York 22, N. Y. 

Monthly. $10.00 a year. Specializes in house-to-house installment sellmg. 

Journal of Finance. American Finance Association, 5750 Ellis Ave., Chicago 37, Ill. 

Quarterly. $5.00 a year (association fee). $3.00 to libraries. 

Monthly Delinquency Survey^ on Installment Loans. Installment Credit Commission, 
American Bankers Association, 12 E. 36th St., New York 16, N. Y. On request. 
2 pages. 

Sales Credit News. American Finance Conference, 176 W. Adams, Chicago 3, Ill. 
Bi-monthly. On request. Contains news stories, graphs, and cartoons on consumer 
credit, for reprinting by newspapers and magazines. 

Time Sales Financing. American Finance Conference, 176 W. Adams St., Chicago 3, 
Illinois. Monthly. Restricted circulation. Distributed to members, and sent on 
request to economists, educators, government officials, and libraries. Contains 
articles on sales financing and current news of the financing industry. 
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VIL U. S. GOVERNMENT PUBLICATIONS 

Board of Governors of the Federal Reserve System 

The publications named below are available from the Division of Administrative 
Services, Board of Governors of the Federal Reserve System, Washington, D, C. 
Federal Reserve Bulletin. Monthly. $6.00 a year, or 60c a copy. Statistics on short- 
and intermediate-term consumer credit are presented in the section “Financial, 
Industrial, and Commercial Statistics, United States.” The December issue con¬ 
tains subject-matter index of articles for the year. 

The following four articles published in the Bulletin present the findings of special 
studies of data reported by registrants under Regulation W: “A Study of Installment 
Credit Terms,” December, 1949; '‘Installment Credit Terms Before and During Regu¬ 
lation,” July, 1951; “Credit and Sales Reported by Regulation W Registrants,” Octo¬ 
ber, 1951; and “Changes in Installment Credit Terms,” May, 1952. 

Federal Reserve Charts on Bank Credit, Money Rates, and Business. Monthly. $6.00 
a year, including edition of historical supplement. 60c a copy. Includes 3 trend 
charts on consumer credit. 

Federal Reserve System—Purposes and Functions. 1954. 224 pages. On request. Fed¬ 
eral regulation of consumer credit is discussed in Chapter IV, “Selective Credit 
Regulation.” 

Historical Supplement to Federal Reserve Charts on Bank Credit, Money Rates and 
Business. Annual. September. 6Cc a copy. Includes four trend charts on con¬ 
sumer credit. 

Statistical Reports. Monthly. On request. Unless indicated, statistics are on national 
basis only. Separate reports are as follows: 

Consumer Credit (Short- and Intermediate-Term and Consumer Installment 
Credit Extended and Repaid) G. 19. 

Consumer Finance Companies —Loans Outstanding and Volume of Loans Made. 
G. 21. 

Consumer Installment Credit at Commercial Banks. G. 18 (Data given for Fed¬ 
eral Reserve Districts.) 

Department Store Credit. G. 17 (Data given for Federal Reserve Districts). 

Retail Furniture Report. G. 16 (Data given for Federal Reserve Districts). 

Sales Finance Companies. G. 20. 

Survey of Consumer Finances. An annual study conducted by the Board of Govern¬ 
ors of the Federal Reserve System in cooperation with the Survey Research Center 
of the University of Michigan. Data collected on consumer finances and published 
in Federal Reserve Bulletin articles. Reprints on request. 

V. S. Department of Commerce, Washington, D. C. 

These references may be consulted in the libraries of the Department of Commerce 
field offices, where copies may also be purchased. 

U. S. Census of Business — 1948 — Retail Trade — Credit. Bulletin No. 2-R-ll. 157 
pages. $1.00. Bureau of the Census. Contains a statistical analysis of store cash 
and credit sales and balances due. 

Survey of Current Business. Office of Business Economics. Monthly. Subscription 
price including weekly statistical supplement, $3.25 a year; Foreign: $4.25. Single 
copy: 30c. Includes periodic statistics on consumer credit (page S-16) by type 
of credit and holder, as well as analytical articles. See back cover of December 
issues for list of articles published in the year. 

Annual Retail Trade Report—Estimated Dollar Vohime of Merchandising Inventories 
and Receivables, Percentage Changes in Inventories. Bureau of the Census. 4 
pages. Sent to subscribers of Retail Trade Report, published monthly, $1.00 a 
year. Single copies, 10c. Presents retail store receivables (with percentage changes 
from year before) for all retail stores and organizations operating 11 or more 
stores, by kind of business and type of credit (installment and charge account). 
1953 edition (published 1954). 

Business Statistics, 1955 Biennial Edition. A supplement to the Survey of Current 
Business. Office of Business Economics. 339 pages. $2.00. Contains time series 
table on consumer credit by type of credit and type of holder, 1939-1954. End 
of month outstandings 1951-1954, and installment credit extended and repaid by 
type of credit. 
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Statistical Abstract of the United States. Bureau of the Census. Annual. 19SS edition, 
$3.50. Several tables on consumer credit. 

Department of Health, Educatmi and Welfare, Washington, D. C. 

The following are available on request from the Bureau of Federal Credit Unions, 
Social Security Admn., Department of Health, Education, and Welfare: 

Federal Credit Union Bylaws 
Security Through Federal Credit Unions 
Report of Operations—Federal Credit Unions. Annual 
Securities and Exchange Commission, Washington, D. C. 

“Volume and Composition of Individuals’ Saving,” Released Quarterly. Sent on request. 
VIII. ASSOCIATIONS 

The following associations are listed because their activities and publications in the 
consumer credit field frequently relate to economic and statistical aspects of consumer 
credit. Some deal with problems of credit extension and collection; others with sales 
techniques. 

American Bankers Association, 12 East 36th St., New York 16, N. Y. 

American Finance Conference, 176 West Adams St., Chicago 3, Ill. 

American Industrial Bankers Association, Lincoln Bank Tower, Fort Wayne 2, Ind. 
American Marketing Association, 1525 East 53rd St., Chicago IS, Ill. 

Associated Credit Bureaus of America, Inc., 7000 Chippawa St., St. Louis 19, Mo. 
Building Material Dealers' Credit Association, 2351 W. 3rd St., Los Angeles 57, Cal. 
Consumer Bankers Association (formerly Morris Plan Bankers Association), 738 
Washington Bldg., Washington 5, D. C. 

Consumer Credit Insurance Association, 307 N. Michigan Ave., Chicago, Ill. 

Credit Union National Association, Box 431, Madison 1, Wise. 

Furniture Retailers' Association, Inc., 2712 S. Hill St., Los Angeles 7, Cal. 

National Association of Credit Men, 229 Fourth Ave., New York 3, N. Y. 

National Consumer Finance Association, 315 Bowen Bldg., Washington 5, D. C. 
National Foundation for Consumer Credit, Inc., 1627 K St., N. W., Washington 6, 
D. C. 

National Retail Credit Association, 375 Jackson Ave., St. Louis 5, Mo. 

National Retail Dry Goods Association, 100 W. 31st St., New York 1, N. Y. 

National Retail Furniture Association, 666 Lake Shore Drive, Chicago 11, IH. 

National Sales Executives Club, 136 East 57th St., New York, N. Y. 

Robert Morris Associates, 1417 Sansom St., Philadelphia 2, Pa. 

The activities and interest of a number of non-profit national organizations not 
elsewhere mentioned result in treatises on consumer credit or in which consumer 
credit is a factor. These may be made available in brochures, leaflets, books, and as 
articles in their periodicals. To determine what they may have available on the sub¬ 
ject, write directly to the association. 

Associations of this type, some of which are foundations, are: 

American Management Association, 330 W. 42nd St, New York 18, N. Y. 

Brookings Institution, 722 Jackson Place, Washington 6, D. C. 

Chamber of Commerce of the United States, 1615 H. St., N. W., Washington 6, D. C. 
Committee for Economic Development, 444 Madison Ave., New York 22, N. Y. 
National Association of Manufacturers, 14 W. 49th St., New York 20, N. Y. 

National Industrial Conference Board, 247 Park Ave., New York 17, N. Y. 

National Planning Association, 1606 New Hampshire Ave., N. W., Washington 7, 
D. C. 

Twentieth Century Fund, 330 West 42nd St, New York 18, N. Y. 
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